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BATH CONGRESS SENATE { REPORT 
No. 505 


1st Session 





INTERNATIONAL FINANCE CORPORATION 


June 10 (legislative day, June 8), 1955.—Ordered to be printed 


Мг. РЕогвыент, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany S. 1894] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 1894) to provide for the participation of the United States 
in the International Finance Corporation, having considered the same 
report favorably thereon with amendments and recommend that the 
bill as amended do pass. 

On May 2, 1955, the President recommended to the Congress that 
legislation be enacted providing for United States participation in 
the International Finance Corporation. In this message the President 
explained the purpose and need for participation: 


The entire free world needs capital to provide a sound basis for economic 
growth which will support rising standards of living and will fortify free social 
and political institutions. Action to that end by cooperating nations is essential. 

In its own enlightened self-interest, the United States is vitally concerned that 
capital should move into productive activities in free countries unable to finance 
development needs out of their own resources. 

Government funds cannot, and should not, be regarded as the basic sources of 
capital for international investment. The best means is investment by private 
individuals and enterprises. The major purpose of the new institution, conse- 
quently, will be to help channel private capital and experienced and competent 
private management into productive investment opportunities that would not 
otherwise be developed. Through the Corporation we can cooperate more 
effectively with other people for mutual prosperity and expanding international 
trade, thus contributing to the peace and the solidarity of the free world. 


On May 4, 1955, Senators Fulbright and Capehart introduced 
S. 1894 to carry out the recommendations of the President. 


Secretary of the Treasury Humphrey, in his testimony supporting 
the bill, stated: 


The International Finance Corporation has been proposed as one way of 
encouraging new foreign private investment. The IFC is to serve as a catalyst in 
stimulating private investment. It is not another type of government-to-govern- 
ment aid. Instead, by assisting private ventures on a business basis, the IFC will 
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2 INTERNATIONAL FINANCE CORPORATION 


give concrete expression to the basic American conviction that economie develop- 
ment is best achieved through the growth of private enterprise. 

The IFC will, we hope, generate an increased flow of private capital not merely 
by ne financial support but also by giving additional confidence to American 
and other firms that are interested in going abroad but are deterred by lack of 
knowledge and experience. I am convinced that there are many companies— 
mostly middle-sized and small firms—that will engage in overseas operations if 
they can get IFC participation, but which would not do so solely on their own. I 
also believe that the proposed clearinghouse function of the IFC—bringing 
investment opportunities in capital-importing countries to the attention of 
potential investors in the more advanced countries—may prove to be a very 
important service. 

The purpose of the bill is to provide for participation by the United 
States in the International Finance Corporation (IFC). The bill 
authorizes the President to accept membership in the IFC for the 
United States; it authorizes the payment of the United States sub- 
scription of $35,168,000; it provides for the coordination of the United 
States representatives to IFC within the framework of the National 
Advisory Council on International Monetary and Financial Problems; 
it requires the approval of Congress for certain major actions on 
behalf of the United States with respect to IFC, such as accepting 
amendments to the Articles of Agreement; it provides certain immuni- 
ties and privileges for IFC; and contains other technical provisions 
necessary to make effective United States participation. 

IFC would be an international organization, whose members would 
be members of the International Bank, affiliated with the International 
Bank through common membership in their boards of directors and 
boards of governors, with an authorized capital of $100 million. Its 
objective would be to encourage the growth of productive private 
enterprise in its member countries, particularly the less developed 
areas, by— 

Investing in productive private enterprise, in association with 
private investors and without governmental guaranty of repay- 
ment where sufficient private capital is not available on reasonable 
terms; 

Serving as a clearinghouse to bring together investment oppor- 
tunities, private capital, and experienced management; 

Creating conditions conducive to and otherwise stimulating the 
productive investment of private capital. 

IFC is intended to provide venture capital but is not authorized 
to invest in capital stock or to assume responsibility for managing 
an enterprise in which it has invested. IFC will revolve its funds 
by selling its investments to private investors whenever it can ap- 
propriately do so on satisfactory terms. 

On December 11, 1954, the General Assembly of the United Nations 
adopted a resolution, by vote of 50 to 0, with 5 abstentions, endorsing 
the concept of IFC and requesting the International Bank to take 
steps to bring IFC into being. 

On April 11, 1955, the executive directors of the International Bank 
for Reconstruction and Development approved for submission to the 
member governments the Articles of Agreement of the International 
Finance Corporation, accompanied by an explanatory memorandum, 
which were then transmitted by the International Bank to the 
member governments for their consideration. On May 2, 1955, the 
President transmitted to the Congress a message recommending that 
the United States participate in the IFC. 
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On June 6 and 7, 1955, public hearings were held by this committee 
at which Secretary of the Treasury Humphrey, Assistant Secretary 
of State Waugh, President of the Export-Import Bank Edgerton, and 
representatives of the United States Council of the International 
Chamber of Commerce, the Investment Bankers Association of 
America, the American Farm Bureau Federation, and the Washington 
Board of Trade testified in support of the bill. Letters and statements 
in support of the bill were received from the Secretary of Commerce, 
the Director of the Foreign Operations Administration, the Acting 
Secretary of Agriculture, the American Bankers Association, and the 
Committee for a National Trade Policy. The president of the 
National Foreign Trade Council testified in opposition to S. 1894. 

There is virtually universal agreement that increased investment 
and development are desirable in those areas of the free world which 
are now underdeveloped.! Many benefits would result to the people 
of those areas through raising their standards of living, often tragically 
low; to the United States through increasing in those areas the con- 
sumption of American agricultural and industrial products; and to 
the entire free world, including the underdeveloped areas, by relieving 
the discontent and unrest which make a fertile field for Communist 
activities. 

There is general agreement that private investment in the under- 
developed areas is preferable, as a matter of policy, though in certain 
circumstances public grants or loans are necessary and desirable. 

Currently private United States and other capital flowing into the 
underdeveloped regions is concentrated in relatively few areas and only 
a few industries, particularly oil and mining. Private capital for 
general industrial and commercial purposes in these areas is generally 
conceded to be inadequate. 

IFC would contribute to stimulating private capital investment 
in several ways. 

The use of its own funds, multiplied many times by the private 
capital with which it would be associated, would be the most direct 
form of stimulation. Assistant Secretary Waugh gave examples of the 
kinds of situations in which the direct financing authority might be 
used: 


A group of potential investors in a less developed country approached a New York 
investment banker with a proposal to finance a fish cannery in their country, 
estimated to cost $3 million. hey can raise $1 million, and ask the investment 
banker to raise the remaining $2 million and to find experienced management. 
The banker interests an experienced California fishing company which is willing 
to invest $1 million and to undertake the management if it can get an opportunity 
to buy control at a later date. The investment banker asks the Corporation 
(IFC) to provide a loan of $1 million, offering to give the Corporation debentures 
convertible into common stock by a purchaser from the Corporation. The fishing 
company proposes that it be given a first refusal on any sale by the Corporation of 
its convertible debentures. 


Cases such as this would serve as examples to private investors of 
the opportunities of such foreign investments, and similar arrange- 
ments might be made without IFC participation. 

The IFC would also serve as a clearinghouse to bring together 
investment opportunities, domestic and foreign private capital, and 
ТҮ Report to the President by the International Development Advisory Board, March 1951 (Rockefeller 
Report); Report to the President by the Public Advisory Board from Mutual Security, February 1953 
Bell Report); Report to the President and the Congress by the Commission on Foreign Economic Policy, 


anuary 1954 б Report), р: 16, апд р. 5 of minority report; Report of the Citizens Advisory Com- 
mittee to the Committee on Banking and Currency, December 1954 
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4 INTERNATIONAL FINANCE CORPORATION 


experienced management. A clearinghouse of this sort, on a wide 
international basis with direct access to the world’s principal capital 
markets would have great possibilities. 

The IFC would also have the function of stimulating and helping 
to create conditions conducive to the flow of private capital into 
productive investment in member countries. One of the principal 
drawbacks to private foreign investment is the unfavorable invest- 
ment climate which exists, or is thought to exist, in foreign countries, 
particularly underdeveloped areas. 

The IFC could serve as a forum for the discussion of the problems 
of private investors in the member countries. As an international 
organization with no particular national interest, it could make sug- 
gestions and help to bring about improvements in investment laws 
and practices in cases where the member might consider it improper 
if an agency of another nation were to make similar suggestions. 

IFC would be of particular importance to small and medium-sized 
firms and investors. In the first place small enterprises frequently 
need investment funds be yond their own resources and beyond what 
they can raise in normal banking channels, In the second place, the 
experience of IFC in dealing with foreign problems will be available 
to assist such small firms and investors directly, while the improve- 
ment in the investment climate of underdeveloped areas brought 
about by IFC will make it easier for these small groups to invest 
abroad. 

One of the problems of the underdeveloped regions is the low rate 
of capital formation. What capital there is, all too frequently is put 
into unproductive uses, or invested in the more highly developed areas. 
The examples of productive and profitable enterprises which IC 
would help to start in these areas would generate local confidence and 
increase the available supply of local capital. 


AMENDMENTS 


у 


Technical amendments were made in sections 3 and 4 of the bill. 


ANALYsIS OF THE ARTICLES OF AGREEMENT OF THE INTERNATIONAL 
FINANCE CORPORATION 


ARTICLE I— PURPOSE 


The purpose of the IFC is “to further economic development by 
encouraging the growth of productive private enterprise in member 


” 


countries, particularly in the less developed areas.” In carrying out 
this purpose, the articles provide that the Corporation shall: 


(i) In association with private investors, assist in financing the establishment, 
improvement, and expansion of productive private enterprises which would con- 
tribute to the development of its member countries by making investments 
without guaranty of repayment by the member government concerned, in cases 
where sufficient private capital is not available on reasonable terms; 

(ii) Seek to bring together investment opportunities, domestic and foreign 
private capital, and experienced management; and 

(iii) Seek to stimulate, and to help create conditions conducive to, the flow 
of private capital, domestic and foreign, into productive investment in member 
countries. 
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ARTICLE II--MEMBERSHIP AND CAPITAL 


Membership in IFC is limited to members of the International Bank. 
The 100,000 shares of stock will provide a total capital of $100 million 
for the IFC. The initial subscriptions are payable in full in gold or 
United States dollars within 30 days after IFC begins operations. 
Shares of stock shall not be pledged or encumbered and shall be 
transferred only to the IFC. A schedule attached to the articles 
specifies the number of shares and amount available for subscription 
in each country, ranging from the United States with 35,168 shares 
and a subscription of $35,168,000 and the United Kingdom with 
14,400 shares and a subscription of $14,400,000, to Nicaragua with 
9 shares and a subscription of $9,000 and Panama with 2 shares and 
a subscription of $2,000. 

Countries which do not become original members by joining IFC 
before December 31, 1956, may join later under terms prescribed by 
IFC, and the capital stock may be increased by majority vote by as 
much as 10,000 shares in order to make possible such subsequent 
member ships. A three-fourths majority of the total voting power 
may increase the capital stock of IFC, in which event members тау 
subscribe to their proportionate share of the increase. 


ARTICLE ПІ--ОРЕНАТІОХВ 


The Corporation is authorized to make investments of its funds in 
productive private enterprises in the territories of its members. It 
is prohibited from investing in capital stock, but otherwise may 
make investments of its funds in any form considered appropriate in 
the circumstances, including investments convertible to capital stock 
by a holder other than IFC. The Corporation is prohibited from 
exercising the right to subscribe to or convert an investment into 
capital stock. In the event of actual or threatened default, insol- 
vency, or similar situations jeopardizing the investment, IFC may 
take any action necessary to protect its interests. 

The articles set forth certain principles which are to guide its 
operations: 

(i) The Corporation shall not undertake any financing for which in its opinion 
sufficient private capital could be obtained on reasonable terms; 

(ii) The Corporation shall not finance an enterprise in the territories of any 
member if the member objects to such financing; 

(iii) The Corporation shall impose no conditions that the proceeds of any 
financing by it shall be spent in the territories of any particular country; 

(iv) The Corporation shall not assume responsibility for managing any enter- 
prise in which it has invested; 

(v) The Corporation shall undertake its financing on terms and conditions 
which it considers appropriate, taking into account the requirements of the enter- 
prise, the risks being undertaken by the Corporation, and the terms and condi- 
tions normally obtained by private investors for similar financing; 

(vi) The Corporation shall seek to revolve its funds by selling its investments to 
private investors whenever it can appropriately do so on satisfactory terms; 

(vii) The Corporation shall seek to maintain a reasonable diversification in its 
investments. 


Funds received by or payable to IFC in respect to its investments are 
not exempt by reasons of the articles from generally applicable foreign 
exchange restrictions, regulations, and controls. The IFC is author- 
ized to borrow funds and to furnish security therefor but must, before 
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6 INTERNATIONAL FINANCE CORPORATION 


making a public sale of its obligations in the markets of a member, 
obtain the approval of that member and the member in whose cur- 
rency the obligations are to be denominated. It may invest its funds 
not needed for financing and its pension or other similar funds; and 
may guarantee securities in which it has invested in order to facilitate 
their sale, and exercise such powers incidental to its purpose as is neces- 
sary to its purpose. 

he Corporation shall not interfere in the political affairs of its 
members, and its decisions shall be based only on relevant economic 
considerations. 


ARTICLE IV--ORGANIZATION AND MANAGEMENT 


The articles provide that the members of the bank’s Board of 
Governors and their alternates, and the members of the bank’s Board 
of Executive Directors and their alternates shall exercise ex officio the 
same offices in the IFC, if the countries they represent in the bank 
become members of the Corporation. The president of the bank is 
Chairman of the Board of Directors of the IFC. The president of 
IFC is appointed on the recommendation of the Chairman and the 
concurrence of the Board of Directors of IFC. All powers of the 
Corporation are vested in the Board of Governors and they may 
delegate to the Board of Directors authority to take all but certain 
specified major actions. Each member has 250 votes plus 1 addi- 
tional vote for each share of stock held. 

IFC is an entity separate and distinct from the bank and its funds 
must be kept separate and apart from the International Bank. IFC 
cannot lend to or borrow from the International Bank. However, it 
is authorized to make use of the facilities, personnel, and services of 
the International Bank. Its principal office is to be in the same 
же as the principal office of the International Bank—Washington, 


The Board of Governors is authorized to distribute shares of IFC’s 
net income and surplus after making provisions for the reserve to be 
distributed in proportion of the capital stock held by the members. 


ARTICLE V--WITHDRAWAL AND SUSPENSION 


The articles provide that a member may at any time withdraw 
from IFC. A member may be suspended by IFC, jf it has failed 
to fulfill any of its obligations to IFC. A member of IFC which is 
suspended from membership in, or ceases to be a member of, the 
International Bank shall automatically be suspended from membership 
in, or cease to be a member of, IFC. The articles provide for repay- 
ment of the amount subscribed by the former member. 

The articles also provide for suspension of the operations of the 
IFC and its orderly liquidation. 


ARTICLE VI-—-STATUS, IMMUNITIES, AND PRIVILEGES 


The articles give to IFC the same status, immunities, and privileges 
given to the International Bank under the Bretton Woods Agreements 
Act. These are as follows: 

1. The Corporation will have full juridical personality, including 
the ability to make contracts, to acquire and dispose of all kinds of 
property, and to sue in United States or other courts. 
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2. It will be subject to suit where it has an office or an agent to 
accept service of process or where it has issued or guaranteed securities, 
but its property cannot be siezed or attached except after a final judg- 
ment against it. 

3. The property and assets of the Corporation will be immune from 
search, requisition, confiscation, expropriation, or any other form of 
seizure by executive or legislative action. 

4. The archives of the Corporation will be inviolable. 

5. All property and assets of IFC are to be free from restrictions, 
regulations, controls, or moratoria of any nature, to the extent neces- 
sary to carry out the articles and subject to the provision that invest- 
ments by IFC shall not thereby be exempted from generally applicable 
foreign exchange, restrictions, regulations, and controls. 

6. The officials and employees, including governors and directors, 
will be immune from legal process with respect to their official acts, 
and will receive the same treatment as comparable employees in 
the diplomatic service of their own country. 

8. The Corporation will be immune from taxation, and each officer 
and ere will be immune from taxation on his salary and emolu- 
ments by any country other than his own. Securities issued or 
guaranteed by the Corporation will be protected against discriminatory 
taxation, but will have no special tax privileges. 

9. If the Corporation winds up its affairs and distributes its assets 
to members, they would have the same privileges and immunities as 
to those assets that the Corporation had before distribution. 


ARTICLE VII-~AMENDMENTS 


The Articles of Agreement may be amended by vote of three-fifths 
of the governors exercising four-fifths of the total voting power, 
except that unanimous approval is required in case of amendments 
modifying the right to withdraw, the preemptive right to purchase new 
stock, and the limitation on liability. 


ARTICLE VIII~-INTERPRETATION AND ARBITRATION 


Questions of interpretation of provisions of the articles arisin 
between a member and IFC or between members are to be submitte 
to the Board of Directors, and may be appealed to the Board of 
Governors. Disagreements between IFC and a former member may 
be submitted to arbitration. 


ARTICLE IX-—-FINAL PROVISIONS 


The articles are to enter into force when accepted on behalf of not 
less than 30 governments whose subscriptions comprise not less than 
75 percent of the total subscriptions, but not before October 1, 1955. 
Participation in the IFC is evidenced by signature of the articles b 
depositing with the International Bank a statement setting for 
that a government has accepted the articles in accordance with its 
law and has taken all steps necessary to enable it to carry out all of 
its obligations under the articles. Тһе articles will remain open for 
signature by the countries specified until December 31, 1956. 
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INTERNATIONAL FINANCE CORPORATION 


ANALYSIS OF S. 1894 


The bill, as introduced, contains nine sections. They are sum- 
marized briefly below, with references to major changes from the pro- 
visions of the Bretton Woods Agreements Act (59 Stat. 512; 22 U.S.C. 
286-286k) which relate to the International Bank for Reconstruction 
and Development, 

SHORT TITLE 


Section 1.—The first section provides that the act may be cited ‘as 
the International Finance Corporation Act. 


MEMBERSHIP 


Section 2.—The President is authorized, by section 2, to accept 
membership for the United States in the Corporation. The effect of 
this section is to give congressional approval to the Articles of Agree- 
ment proposed by the Executive Directors of the International Bank. 


GOVERNOR, DIRECTOR, AND ALTERNATES 


Section 3.—This section makes the United States governor and his 
alternate and the United States executive director and his alternate, 
of the International Bank, governor, director, and alternates, respec- 
tively, for the Corporation. This is required by the Articles of 
Agreement of the Corporation. ‘The governor and his alternate, who 
serve 5-year terms, and the executive director and his alternate, who 


serve 2-year terms, are nominated by the President and confirmed 
by the Senate. The governor and his alternate receive no compensa- 
tion from the bank or the Corporation, while the executive director 
and his alternate are paid by the bank and the Corporation. None of 
these officials may, under section 3 (c) of the Bretton Woods Agree- 
ments Act, receive any compensation from the United States for their 
services in these capacities. 


NATIONAL ADVISORY COUNCIL 


Section 4.—This section makes the provisions of section 4 of the 
Bretton Woods Agreements Act with respect to the International 
Bank applicable to the Corporation. That section created the 
National Advisory Council on International Monetary and Financial 
Problems, to recommend general policy directives to the President 
for the guidance of the United States representatives to the Inter- 
national Monetary Fund, and the International Bank, and United 
States agencies making foreign loans or participating in foreign 
financial, exchange, or monetary transactions, to coordinate the 
policies and operations of these officials and agencies, and to make all 
decisions, under the general direction of the President, which the 
executive branch can make for the United States under the Articles 
of Agreement of the fund or the bank (see sec. 5 for actions not to be 
taken without authorization by the Congress). In addition the 
National Advisory Council submits semiannual reports and biennial 
reviews and recommendations on the activities of the fund and the 
bank, which under this section would also cover the Corporation. 
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AMENDMENTS 


Section 5.—Fundamental changes in the Corporation or in the 
participation of the United States in the Corporation are prohibited 
by section 5 unless the Congress approves them. ‘The following are 
prohibited except with the authorization of the Congress: (1) Any 
subscription by the United States to additional shares of stock of 
the Corporation, (2) the acceptance of any amendment to the Articles 
of Agreement, (3) any loan to the Corporation by the United States 
or any agency of the United States, and (4) voting on behalf of the 
United States for an increase in the capital stock of the Corporation. 
As the vote of the shares of the United States would be necessary for 
an amendment to the Articles of Agreement or an increase in the 
capital stock (except in the case of additional stock up to 10,000 
shares to be issued to new members), such changes could not be 
effected without the approval of the Congress. Comparable restric- 
tions on actions with respect to and under the Articles of Agreement 
of the bank were imposed under the Bretton Woods Agreements Act. 


DEPOSITORIES 


Section 6.—The Federal Reserve banks are required, on request, to 
act as depositorie s or fiscal agents of the Corporation, and in so acting 
they will be su pervised and directed by the Board of Governors of 
the Federal Reserve Syste m. 


SUBSCRIPTION AND DIVIDENDS 


Section 7 (a).—This section authorizes the Secretary of the Treasury 
to issue United States Government a and to use the proceeds to 
pay the United States subscription of $35,168.000 (out of a total of 
$100 million). This is the usual method of providing capital for in- 
vestment in Government corporations, and was used for providing 
funds for the United States subscription to the International Bank. 

Section 7 (b).—This requires that money received by the United 
States as dividends from the Corporation is to be paid into the general 
fund of the Treasury, which can only be used in accordance with appro- 
priations by the Congress. 


LITIGATION 


Section 8.—Whenever the Corporation is a party to litigation in the 
United States, the district courts of the United States will have juris- 
diction to try the case. Removal of cases where the Corporation is 
a defendant from a State court to a Federal court is also жалдан 


STATUS, IMMUNITIES, AND PRIVILEGES 


Section 9.—This section gives full force and effect in the United 
States, its Territories, and possessions, to the provisions of article VI 
of the Articles of Agreement, which confer upon the Corporation the 
same legal status and immunities and privileges given to the Inter- 
national Bank under the Bretton Woods Agreements Act (set forth 


above). О 
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Calendar No. 510 


SENATE Report 
No. 506 


SURVEY OF PASSAMAQUODDY TIDAL POWER PROJECT 


June 10 (legislative day, June 8), 1955.—Ordered to be printed 


Mr. Sparkman, from the Committee on Foreign Relations, submitted 
the following 


REPORT 
(To accompany 8. J. Res. 12] 


_ The Committee on Foreign Relations, to whom was referred the 
joint resolution (S. J. Res. 12) to authorize and direct the Interna- 
tional Joint Commission on United States-Canadian boundary waters 


to make a survey of the proposed Passamaquoddy tidal power proj- 
іш d- 


ect, and for other purposes, reports the joint resolution with amen 
ments and recommends that it do pass. 


1. MAIN PURPOSE OF THE JOINT RESOLUTION 


The main purpose of the joint resolution is to provide for a survey 
to determine the economic feasibility of a tidal power project in 
Passamaquoddy Bay in Maine and New Brunswick. An appropria- 
tion of not to exceed $3 million is authorized. 


2. BACKGROUND AND COMMITTEE ACTION 


Except for very minor technical amendments, this joint resolution 
is identical to Senate Joint Resolution 12 of the 83d Congress which 
passed the Senate on the Consent Calendar February 10, 1954. 

On April 13, 1955, the chairman of the Foreign Relations Committee 
appointed a subcommittee, consisting of Senators Sparkman (chair- 
man), Green, and Langer, to consider Senate Joint Resolution 12 of 
the 84th Congress. At a meeting May 10, the subcommittee decided, 
in view of the past favorable action by the Senate, to report the 
joint resolution without further hearings. 

On June 9 the full committee concurred in the subcommittee’s ac- 
tion and ordered the joint resolution favorably reported to the Senate. 

In its report on this matter in 1954 (S. Rept. 858, 83d Cong., 2d 
sess.), the committee described the background of the proposed 
project as follows: 
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2 SURVEY OF PASSAMAQUODDY TIDAL POWER PROJECT 





Passamaquoddy Bay lies on both sides of the United States-Canadian boundary 
between the State of Maine and the Province of New Brunswick. It is an arm 
of the Bay of Fundy, which has the greatest tidal ranges in the world, amounting 
to more than 50 feet. In Passamaquoddy Bay itself, tides average 18 feet. 

The possibility of using these tides in Passamaquoddy Bay for the generation 
of hydroelectric power was first suggested by Dexter P. Cooper, a Maine engineer, 
in 1919. Various preliminary studies were made during the 1920's, and in 1929 
a plan was evolved for a project entirely on the American side of the boundary. 
A study by the Army engineers found the plan feasible from an engineering point 
of view, and in 1935 actual construction was started under the Federal Emergency 
Relief Appropriation Act. This work was suspended in 1936 when Congress 
failed to appropriate additional funds. 

In 1941, the Federal Power Commission reported adversely on the project, but 
pointed out that— 

‘As high-grade fuel prices increase concurrently with expanding power markets 
in the Northeastern States and contiguous Canadian territory, the development 
of tidal power will at some time in the future, become economically feasible and 
desirable. 

“The fact that the development and utilization of tidal power is contraindicated 
at this time should not preclude thorough exploration of the possibilities of a large 
international tidal power project at Passamaquoddy by the Governments of the 
United States and Canada.” 

Subsequent siudies by the Army engineers and the International Joint Com- 
mission led to a report in 1950 estimating the cost of this “thorough exploration” 
at $3,900,000—an estimate which has sinee been reduced to $3 million because of 
the development of electronic equipment which will reduce the cost of foundation 
explorations 

It should be further pointed out that the President’s budget for 
fiscal 1956 contains an item of $1 million for a Passamaquoddy survey 
to be requested in a supplemental appropriation under proposed 


legislation. ‘This would be sufficient to begin the work. 














PROVISONS OF THE JOINT RESOLUTION AND COMMITTER AMENDMENTS 





8. 


Section 1 provides that the International Joint Commission estab- 
lished under the Boundary Waters Treaty of 1909 be requested to 
arrange for a survey to determine: 

The cost of construction of the proposed Passamaquoddy tidal 
power project. 

2. Whether or not such cost would allow hydroelectric power to 
be produced at a price that is economically feasible. 

What contribution the project would make to the national 
economy and the national defense. 

The committee amendment to section 1 strikes out language that 
would “authorize and direct” the International Joint Commission to 
make a survey, and inserts instead language which would provide 
that the Commission “Бе requested by. the Sec retary of State to 
arrange for a survey to be made.” This amendment is based on the 
provision of article TX of the Boundary Waters Treaty that questions 
involving the interests of Canada and the United States— 
shall be referred from time to time to the International Joint Commission for 
examination and report, whenever either the Government of the United States 
or the Government of the Dominion of Canada shall request that such ques- 
tions * * * be so referred 
In the United States, this is done by the Secretary of State. 

Section 2 provides that the survey shall be consistent with earlier 
specified reports of the International Passamaquoddy Engineering 
Board and the Corps of Engineers. 

Section 3 authorizes the Secretary of the Army, the Federal Power 
Commission, and other officers and agencies of the Federal Govern- 
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ment to assist the International Joint Commission in the survey on a 
reimbursable basis. 

Section 4 provides for the report of the survey to be transmitted 
to Congress. The committee amendment would direct that this be 
done by the Secretary of State, instead of by the International Joint 
Commission. The committee amendment would also eliminate ref- 
erence to transmission of the report to the Canadian Government, 
as the committee does not feel it appropriate for Congress to ‘‘direct’’ 
what shall be done by an international commission in relation to a 
foreign government. 

Section 5 authorizes appropriation of not to exceed $3 million to 
carry out the survey. It also provides that appropriations made for 
this purpose shall be credited to the United States in any determina- 
tion of proportionate shares of the cost of construction of the Passama- 
quoddy project. 

Finally, the committee has amended the title of the joint resolution 
to make it conform with section 1, as amended. 


4. CONCLUSION 


The committee is of the same opinion which it expressed last year 
when it concluded its report to the Senate in these words: 


The committee emg has sizes the joint resolution authorizes only a survey of the 
economic fes asibility of the project The ques ion of whether or not construction 
should be authorized will not arise until completion of the survey, which will take 
2 years. 

The survey will make a significant contribution to knov м e of the potential- 
ities of the power resources of northern New England and southeastern Canada 
and will supply information on which to base plans for Е ‘ economic develop- 
ment in those areas. 

The continuing power shortage in New England makes it particularly important 
to explore ways and means of increasing generating capacity, and the committee 
unhesitatingly recommends to the Senate the survey authorized by this resolution. 
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Calendar No.511 


84TH CONGRESS | SENATE { REPORT 
18t Session No. 507 


INCLUSION OF FEDERAL-STATE SERVICE IN RETIRE- 
MENT COMPUTATION 


June 10 (legislative day, June 8), 1955.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


(To accompany 8. 1041] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 1041) to amend the Civil Service Retirement Act 
of May 29, 1930, as amended, to provide for the inclusion in the com- 
Sire of accredited service of certain periods of service rendered 

tates or instrumentalities of States, and for other purposes, havin 
considered the same, report favorably thereon with amendments an 
recommend that the bill, as amended, do pass. 


PURPOSE 


It is the ерме of this bill to provide equitable retirement benefits 


to certain Federal employees who were employed on Federal-State 

rojects financed either jointly or in part by the Federal Government. 
Under the bill such periods of employment will be credited as allow- 
able service toward civil-service retirement annuities, provided: 

(1) The performance of such service is certified by the head of the 
executive department of the Federal Government which administers 
the law authorizing the program; 

(2) The employee has at least 5 years of Federal service in a posi- 
tion within the purview of the act (other than in a position described 
in this bill) at the time of his retirement or death; and 

(3) The employee deposits to the credit of the civil-service retire- 
ment fund an amount equal to the sum which would have been 
deducted from bis basic compensation had he been subject to the Civil 
Service Retirement Act plus the required interest. 

Hearings on this bill developed the fact that there are employees 
in the programs described in this bill working side by side often doing 
the same work who, due to administrative decisions as to their type of 


74002%--57 S. Rept., 84-1, vol. 2 38 


"es 2448-408 в ваља аватар => 


жылы ва 


а з +" 


«ғғаззуа ње "= 





2 INCLUDE FEDERAL-STATE SERVICE IN RETIREMENT COMPUTATION 


appointment, receive different treatment in the crediting of service 
for civil-service retirement purposes. 

Federal retirement-service credit is not now presently given by the 
Civil Service Commission for periods of service when employed in 
these types of Federal-State cooperative programs because they were 
not designated as Federal employees through the usual formal appoint- 
ment procedure although the other conditions of employment were 
practically the same. It is the belief of the committee that these 
appointment procedures should not include some employees and 
exclude others from the civil-service retirement benefits. ‘The com- 
mittee is concerned that S. 1041 does not extend to all types of Federal- 
State service that might well be included such as certain types of 
service in the Federal-State Employment Service, Federal-State public 
roads, ete. Accordingly, the committee has directed that the matter 
be studied with the view to appropriate action next session. 


PURPOSE OF AMENDMENTS 


The purpose of the first amendment is to prevent the crediting of 
the same period of time for dual retirement: for example, the employee 
must elect a choice between Federal or State retirement benefits in the 
event the period of time involved might otherwise be creditable under 
both retirement programs. 

The purpose of the second amendment is twofold: First, it assures 
equitable treatment in the crediting of service of the type covered by 
the bill to former employees now on the retirement roll subject: to 


compliance with the conditions set forth in the second paragraph: 
and, second, it strikes out section 2 of the bill thereby removing a 
feature found objectionable by the Civil Service Commission. 


AGENCY REPORTS 


Following are agency reports directed to S. 1041 as introduced. 

Reports were not obtained on S. 1041 as amended. 
Unitep Stares Civi Service Commission, 
Washington 26, D. C., June 8, 1955. 
Ноп. Ошх О. Јонмѕтом, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Senate Office Building. 

DEAR Senator Jonnston: I am referring further to your letters of February 
25, 1955, relative to S. 496 and 5. 1041, bills to amend the Civil Service Retire- 
ment Act of May 29, 1930, as amended, to provide for the inclusion in the com- 
putation of accredited service of certain periods of service rendered States or іп» 
strumentalities of States, and for other purposes 

Either of these bills would, if enacted, allow credit under the Civil Service Re- 
tirement Act for service as an employee of a State (including Alaska, Hawaii, 
and Puerto Rico) or any instrumentality thereof, if such service was performed 
exclusively or primarily in carrying out any of the following programs: 

1. Program of a State rural rehabilitation corporation created for the 
purpose of handling rural relief. 

2. Federal-State cooperative program of agricultural experiment stations 
research and investigation. 

3. Federal-State cooperative program of vocational education. 

4. Federal-State cooperative program of agricultural extension work. 

5. Federal-State cooperative program of forest and watershed protection. 

6. Federal-State cooperative program for the control of plant pests and 
animal diseases. 

Under the proposal, this credit would be allowed only if the individual later 
becomes an employee of the Federal or District of Columbia Government in a 
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position wherein he is subject to the retirement law and has, at date of retirement, 
completed at least 5 years of Government service in addition to the State service. 
Also the employee would be required to contribute to the civil-service retirement 
fund the regular percentage deductions and interest covering the State employ- 
ment. Should he be entitled to annuity under both a State plan and the civil- 
service retirement system, the Federal annuity could not exceed an amount which, 
when added to the State benefit, would produce 80 percent of the highest average 
annial basic salary for any 5 consecutive years’ service. 

The United States can and does utilize at least three different methods to carry 
out its functions. First, it may до the job itself. In such ease, it appoints the 
employees, directs and controls their work, and compensates them directly. 
The appointees involved in this transaction are clearly Government employees 
апа entitled to all rights and privileges, and subject to all obligations, attaching 
to such relationship. 

Second, the United States may enter into a contract with an outside organization 
to perform the service. In that situation the contracting firm appoints, dis- 
ebarges, pays, and controls the work of the persons engaged on the project. 
There is no privity of contract between these persons and the United States, and 
they are responsible only to the contractor. Typical examples are the building 
of a proposed Potomac River bridge and the manufacture of tanks and planes. 
The workers are not Federal employees even though the United States benefits 
from their labors. 

Third, the United States msy furnish funds to States or other outside agencies. 
For example, the Federal Government grants and lends monetary and other aids 
to the several States in the development of many and varied programs, such as 
agriculture, public roads, education, social service, relief, ete. Although Federal 
funds are used, these programs are essentially State functions, and the employees 
engaged in their administration are employees of the State government. Any 
obligation as regards retirement of these persons is a State matter, and no reason 
is apparent why the Federal Government should assume liability for the payment 
of retirement benefits to them and to their survivors based on such service simply 
because they later enter Federal service. Such individuals are selected, em- 
ployed, and supervised by the State and the fact that a portion of their salari 
is paid from funds originally appropriated by Congress would not distinguish 
them from other State employees. 

Allowance of civil-service retirement credit is confined to service as an employee 
of the Federal or District of Columbia government. The Civil Service Retirement 
Act is designed as a system for the retirement of Federal and District of Columbia 
employees, is intended to be in the nature of an award for faithful service to the 
Government, and is part of its personnel program. The Commission has con- 
sistently been unable to concur in enactment of proposals of this nature which 
would grant credits for periods when the individuals were not Federal emplovees 
in any sense. We are not overlooking the fact that allowance of such service 
would doubtless make Federal recruiting easier in the fields involved. However, 
the same thing could be said regarding any other recruitment As an example, 
the Navy Department could well utilize on a ship-repair project a skilled mechanic 
who had helped build the ship while he was working for a private shipyard. 
Carpenters could be recruited from a contractor engaged in constructing a Govern- 
ment building, and the situation could project itself into practically any field of 
endeavor. Accordingly, a precedent established by enactment of anv one of 
these bills would undoubtedly be urged in support of proposals for extending 
credit for almost any type of outside employment. 

The proposal is discriminatory in that it selects for this preferential treatment 
persons engaged in just six programs. The Secretary of the Treasury’s annual 
report on the state of the finances for the fiscal vear 1953 shows that there were 
51 different tvpes of grants to States and local units, as well as 37 types of Federal 
aid payments to individuals, ete., within the States other than direct grants and 
loans. Requests have already been received for inclusion of additional groups in 
this proposed legislation. One such request involved the program of Unemploy- 
ment Compensation and Employment Service Administration; we are informed 
that on June 30, 1954, there were 42,088 full-time positions in all State and Ter- 
ritorial agencies administering this program, plus an unknown number of tem- 
porary employees fluctuating with increases and decreases in unemployment. 
As regards a request for inclusion of the State-Federal aid highway program, we 

were unable to secure figures on potential beneficiaries, but the cited report by 
the Secretary of the Treasury shows that for the fiscal year 1953 regular grants 
of $515,444,540 and emergency grants of $1,866,254 were made for this purpose. 
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Of the 6 programs listed in the bills for which credit would be given for State 
service, 5 are programs within the sphere of activities of the United States De- 
partment of Agriculture. We have been advised by that Department that if 
any one of the subject bills is enacted, an estimated 42,000 present and former 
State employees would have State service potentially creditabie under the Civil 
Service Retirement Act. If the bill were amended to extend the proposed credit 
to other agricultural programs in which service is rendered under like circum- 
stances, the services of an estimated additional 18,000 present and former State 
employees would be potentially creditable. 

ecause of the administrative cost which would be involved, we have not 

undertaken the complete survey which would be necessary to analyze each of the 
other programs listed by the Secretary of the Treasury in his report. However, 
a complete study would show, we believe, that if the bills were amended to include 
all programs similar to those now specified, the extension of credit for State service 
could potentially benefit many thousands of additional employees. 

It has been estimated by proponents of an earlier similar bill that the average 
‘period of State service involved is about 5 years, and that the approximate 5-year 
average salary for determining the annuity would be around $6,000. If the case 
described is an average one, the increase in annuity would be $450, which, assuming 
retirement at age 62, has a value of about $5,200. This cost would be partially 
offset by the deposit required to be made by the employee in order to receive the 
additional service credit. The amount of deposit would depend upon the time and 
the salary at which the State service was rendered, and might average around 
$1,200. The bill thus offers a substantial bargain to the employee financially able 
to make the deposit, involving a cost to the Government of about $4,000 in the 
average case. 

The Commission cannot favor enactment of these bills. While this position is 
based in part on the discrimination involved in benefiting the employees of only 6 
of the 50 or more similar programs, we could not favor the proposal if the discrim- 
inatory feature were removed. 

The Civil Service Retirement Act is a staff retirement system adopted as part 
of the personnel policy of the Government. One of the clear concepts of this 
system is that all of its obligations and all of its benefits stem directly from the 
employer-employee relationship which exists between the United States and the 
individual. Annuity benefits are given for a period of employment only when 
the service was rendered in this employer-employee relationship. 

To depart from the present concept would necessitate finding a criterion as to 
when the United States should be obligated to provide retirement benefits for 
periods of non-Federal employment. Clearly any proposals to credit all employ- 
ment resulting from the expenditure of Federal funds, or all employment from 
which the Government derived some benefit, or all employment for any State or 
municipal government, would be rejected as being prohibitively costly and as 
going far beyond any reasonable obligation of the United States to provide retire- 
ment security. We do not believe any line could be drawn which could in equity 
and justice distinguish between different groups of non-Federal employees in these 
categories. 

A recent proposal which would have gone beyond the present concept was 
rejected by Congress when the conference committee on April 19, 1955, eliminated 
from H. R. 4903 an amendment which would have granted retirement credit for 
employment with the senatorial Republican and Democratic Campaign Com- 
mittees. 

The Government, through a provision in the retirement act for vesting annuity 
benefits at age 62 after a minimum of 5 years of civilian employment, fulfills any 
reasonable obligation it might have to provide retirement benefits to an individual 
who spends only a part of his working lifetime in the Federal service and then 
leaves to enter other employment. Similarly, if the 5 years or more of Federal 
service come at the end of his working career, he receives a retirement benefit 
for this part of his life’s work. In this latter case, we can find no reasonable 
basis on which the Government should assume a responsibility to pay annuity 
based on prior service rendered to some other employer, and for which such other 
employer was directly responsible. 

Section 2 of the bill provides for the waiver of the time limitation for filing 
disability retirement claim if the failure to file timely claim was oceasioned by the 
fact that the employee was not at time of separation considered as subject to the 
retirement act. In any such case, the employee would not have been making 
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contribution to the retirement fund, and the Commission does not believe that in 
the very few instances involved such waiver would be justified. 

Adverse action on these bills is recommended. 

The Bureau of the Budget advises that there would be no objection to the 
submission of this report to your committee: 

By direction of the Commission: 

Sincerely yours, 
РнплР Youna, Chairman: 


Executive OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 2, 1955. 
Hon. Ourn О. Уонмвтом, 


Chairman, Committee on Post Office and Civil Service, 
United States Senate, Senate Office Building, 
Washington, D. C. 

My Dear Mr. Cuarrnman: The Bureau of the Budget has reviewed S. 496 and 
8. 1041, similar bills, to amend the Civil Service Retirement Act of May 29, 1930, 
as amended, to provide for the inclusion in the computation of accredited service 
of certain periods of service rendered States or instrumentalities of States, and for 
other purposes. The bills were received with your letters of February 25, 1955. 

Under certain conditions these bills would require that periods of State em- 
ployment in several Federal-State cooperative programs be included in computing 
annuities of Federal employees retiring under the Civil Service Retirement Act. 
S. 1041 would require an employee to be serving in a position, other than one of 
the State positions covered by the bill, within the purview of the retirement act 
at the time of retirement or death to be eligible to receive credit for the State 
service. §S. 496 does not contain this restriction. 

The Bureau of the Budget does not favor enactment of S. 496 or S. 1041. 

Under the Civil Service Retirement and Disability Act the Federal Govern- 
ment provides a staff retirement system for most of its civilian officers and em- 
ployees. Owing to its special relationship to the Federal Government, some, but 
not all, employees of the government of the District of Columbia are also covered. 
The protections and benefits provided by this system constitute a part of the Gov- 
ernment’s total compensation system which is provided by the Government as 
employer to its employees based on services rendered by them to the Government. 

he services which these bills would include in the Federal compensation system 
were or are being rendered in connection with State functions. Appointments to 
the positions involved are made by the States, and the employees in these posi- 
tions are subject to State supervision under regulations governing State employees. 

These basic conditions are not altered by the fact that the programs are partly 
financed by Federal funds, or by the fact that they are performed as part of an 
overall program involving the Federal Government and subject to some general 
Federal regulation. Nor does the fact that the State work is similar to Federal 
work alter the situation. If these were the only conditions necessary to credit 
service toward Federal retirement, countless amounts of other State and local 
күнен work and work for private businesses should also be credited toward 

ederal retirement because it is similar to Federal work and involves Federal 
funds and some Federal regulation. 

To regard the services covered by S. 496 and S. 1041 as Federal services rather 
than State services would be unwarranted. To require the Federal Government 
to assume responsibility for providing retirement benefits under the Civil Service 
Retirement Act to cover such services would place on the Government an improper 
burden. The Bureau believes that compensation, including retirement benefits, 
for State employees is a State responsibility. 

Section 2 of each bill would enable former employees, separated for disability 
from positions not within the purview of the retirement act at the time of separa- 
tion, to file delayed claims for disability annuities when their former positions are 
later brought within the purview of the act. The section would apply to all prior 
extensions of retirement act coverage as well as to future extensions. The Bureau 
does not favor enactment of such a provision since it would permit former em- 
К of establishments once considered non-Federal to receive retroactively 

enefits to which they were not entitled at the time of their employment. Such 
employees would not have contributed to the retirement fund and the conditions 
of their employment would not have included coverage under the retirement act, 
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For the above reasons the Bureau of the Budget recommends that your com- 
mittee not give favorable consideration to 85. 496 апа 5. 1041. 
Sincerely yours, 
Donar R. BELCHER; Assistant Director: 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
introduced, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


SECTION 5 OF THE Слуш, SERVICE RETIREMENT Acr oF May 29, 1920 


Sec. 5. * * * Subject to the provisions of section 9 hereof, the aggregate 
period of service which forms the basis for calculating the amount of any annuity 
provided in this Act shall be computed from the date of original employment, 
whether as a classified or an unclassified officer or employee in the civil service 
of the United States, or in the service of the District of Columbia, including periods 
of service at different times and in one or more departments, branches, or inde- 
pendent offices, or the legislative branch of the Government, * * * and periods 
of service as an officer or employee of the Columbia Institution for the Deaf 
* * * and of the Pan American Sanitary Bureau, * * * and also periods of 
service performed overseas under authority of the United States, and periods of 
honorable service in the Army, Navy, Marine Corps, or Coast Guard of the 
United States; in the case of an officer or employee, however, who is eligible for 
and receives retired pay on account of military or naval service, the period of 
service upon which such retired pay is based shall not be included, except that in 
the case of an oficer or employee who is eligible for and receives retired pay o! 
account of a service-connected disability incurred in combat with an enemy of 
the United States or resulting from an explosion of an instrument of war, 
period of the military service shall be included: Provided, That an officer or 
employee must have served for a total period of not less than five years exclusive 
of such military or naval service before he shall be eligible for annuity under this 
Act. Nothing in this Act shall be construed as to affect in any manner an officer’s 
or emplovee’s right to retired pay, pension, or compensation in addition to the 
annuity herein provided, * * * Subject to the conditions contained in this vara- 
gravh, there sha!! be included, in determining for the vurnoses of this Act the aggregate 
period of service rendered by an officer or emvioyee who is serving in © vosition within 
the purview of this Act (other than a position described in this paragraph) at the time 
of his retirement or death, all periods of sevice rendered by him as an employee of a 
State, or any wnstrumentality thereof, exclusively or primarily in the carrying out of — 

(1) the program of a State Rural Rehabilitation Corporation created for the 
purpose of handling rural! relief the funds for which were made available by the 
Federa’ Emergercy Relief Act of 193838 (48 Stat. 55), the Act of February 14, 
1984 (48 Stat. 851), and the Emergency Appropriation Act, fiscal year 1935 (48 
Stat. 1055), and any laws or parts of 'aws amendatory of, or supplementary 
to, such Acts; 

(2) the Federal-State cooperative program of agricultural experiment station 
research and investigation authorized by the Act of March 2, 1887, as amended 
and supplemented (7 U. S. C., ch. 14); 

(8) the Federal-State cooperative program of vocational education authorized by 
the Act of February 23, 1917, as amended and supplemented (20 U.S. C., ch. 2); 

(4) the Federal-State cooperative program of agricultural extension work au- 
thorized by the Act of May 8, 1914, as amended and supplemented (7 U. 8. C., 
secs. 841-348); 

(5) the Federal-State cooperative program of forest and watershed protection 
authorized by section 2 of the Act of March 1, 1911 (16 U.S. C., sec. 563), and 
by the Act of June 7, 1924, as amended and supplemented (16 U. S. C., secs. 
56-5683); 

(6) the Federal-State cooperative program for the control of plant pests and 
animal diseases authorized by the provisions of law set forth in chapters 7 and 
8 of title 7 and in section 114a of title 21 of the United States Code. 

The period of any service specified in this paragraph shall be included in computing 
length of service for the purposes of this Act of any officer or employee only upon com 
pliance with the following conditions: 
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(A) the er ene of such service is certified, in a form prescribed by the 
Civil Service Commission, by the head, or by a person designated by the head, of 
the department, agency, or independent establishment in the executive branch of 
the Government of the United States which administers the provisions of law au- 
thorizing the performance of such service; 

(B) the officer or employee shall have to his credit a total period of not less than 
five years of allowable service under this Act, exclusive of service allowed by this 
paragraph; 

(C) the officer or employee shall have deposited with interest at 4 per centum 
per annum to December 31, 1947, and 3 per centum per annum thereafter, com- 
pounded on December 81 of each year, to the credit of the civil-service retirement 
and disability fund a sum equal to the aggregate of the amounts which would have 
been deducted from his basic salary, pay, or compensation during the period of 
service claimed under this paragraph if during such period he had been subject 
to this Act. 

(D) such period of service is excluded from credit for the purposes of any 
annuity received by such officer or employee from a State. 

As used in this paragraph the term “State” includes Alaska, Hawaii, and Puerto Rico. 

In computing length of service for the purposes of this Act, all periods of separa- 
tion from the service, and so much of any leaves of absence as may exceed six 
months in the aggregate in any calendar year, shall be excluded, * * * except 
leaves of absence granted employees while performing active military or naval 
service in the Army, Navy, Marine Corps, or Coast Guard of the United States 
or * * * while receiving benefits under the United States Employees’ Compensa- 
tion Act, and in the case of substitutes in the Postal Service credit shall be given 
from date of original appointment as a substitute. 

* * * No officer or employee to whom this Act applies who during the period 
of any war, or of any national emergency as proclaimed by the President or de- 
clared by the Congress, has left or leaves his position to enter the armed forces 
of the United States shall be considered as separated from such position for the 
purposes of this Act by reason of his service with the armed forces of the United 
States. This paragraph shall not be so construed as to prevent the payment of 
refunds as provided by section 7 (a) or 12 (b) of this Act. * * * 

In determining the aggregate period of service upon which the annuity is to be 
based, the fractional part of a month, if any, in the total service shall be eliminated, 
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84TH CONGRESS | SENATE { КЕРОЕТ 
18$ Session No. 508 


DESERT LAND ENTRYMEN WHOSE ENTRIES ARE 


DEPENDENT UPON PERCOLATING WATERS FOR 
RECLAMATION 


June 10 (legislative day, June 8), 1955.—Ordered to be printed 


Mr. AnpEerson of New Mexico, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


[To accompany 8. 1177) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1177) relating to the relief of desert land entrymen 
whose entries are dependent upon percolating waters for reclamation, 
having considered the same, report favorably thereon and recommend 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Secretary of the Interior 
to issue patents to 158 desert land entrymen in Arizona. This au- 
thorization, which is in effect a directive to the Department of the 
Interior, sets forth that the requirement of section 1 of the Desert Land 
Act of March 3, 1877 (19 Stat. 377), that the right to the use of water 
by a desert land entryman “shall depend upon bona fide prior appro- 
priation” shall be waived under the circumstances set forth in the 
recommended legislation. These circumstances are that all these 158 
desert land entries have heretofore been allowed and— 
are subsisting on the effective date of this act and * * * are dependent upon 
percolating waters for their reclamation, and * * * are situated in States under 
the laws of which the percolating waters upon which the entries are dependent are 
not subject to the doctrine of appropriation. 

Under the bill, if enacted, the Secretary of the Interior would waive 
the requirements in the case of 158 desert land entrymen in Arizona. 
Patents are now denied under an opinion of the Acting Solicitor of the 
Department of the Interior, dated February 23, 1955, set forth in this 
report. The Solicitor’s opinion was based on a decision of the Supreme 
Court of Arizona handed down in 1953, which held that underground 
percolating waters are not subject to prior appropriation under 
Arizona law. 
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The Arizona Supreme Court opinion created a conflict with the 
Desert Land Act of 1877, which is the authority for issuing the patents. 
It requires that the right to the use of water by a desert-land entry- 
man ‘shall depend upon a bona fide prior appropriation” of water to 
reclaim, by irrigation, arid agricultural lands. 

Before the Solicitor’s opinion, the 158 desert-land entrymen affected 
had in good faith performed all legal requirements for issuance of 
patents and the Bureau of Land Management, Department of the 
Interior, had approved the entries for patenting. Substantial expendi- 
tures have been made by the entrymen for development of the land on 
which entries had been made. ‘This legislation for their relief will 
prevent the loss of the investments they have made in perfecting their 
entries. 

While the terms of S. 1177 are generally applicable through all 
States where the Desert Land Act is operative, there are at the present 
time no known entries which will be affected except those in Arizona. 
A letter from the departmental Solicitor, printed elsewhere in this 
report, discusses legislation pertinent to the subject of the legislation 
in several of the Western States. 

Public hearings were held on the bill on May 27, 1955. All wit- 
nesses heard favored enactment of the legislation and a letter from 
United States Senator Carl Hayden, of Arizona, sponsor of the bill 
with Senator Barry Goldwater, of Arizona, urged a favorable report 
by the committee. 


DEPARTMENTS 





EXECUTIVE 





LETTERS FROM 


The Bureau of the Budget offered no objection to the bill and the 
Department of the Interior recommended enactment of the legislation 


in the following communications: 
APRIL 12, 1955. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

My Dear Mr. CuHarrMAN: Reference is made to your request for the views of 
the Bureau of the Budget with respect to S. 1177, for the relief of desert land entry- 
men whose entries are dependent upon percolating waters for reclamation. 

The Desert Land Act of March 3, 1877 (43 U. 8. C, 321), requires that the right 
of desert land entrymen to the use of water for reclaiming their entries ‘‘shall 
depend upon bona fide prior appropriation.” §. 1177 would waive this require- 
ment in the case of desert land entries which have heretofore been allowed and are 
subsisting on the date of enactment of the bill, which are dependent upon per- 
colating waters for their reclamation, and which are situated in States where 
percolating waters upon which the entries are dependent are not subject to the 
doctrine of prior appropriation. 

Although the bill is written on a general basis, it is our understanding that the 
bill is directed at a problem which arose in Arizona as a result of a recent decision 
by the supreme court of that State. That decision has the effect of preventing 
certain desert land entries from going to patent. The circumstances are de- 
scribed in greater detail in the report which the Department of the Interior is 
making to your committee. Since the entries were applied for in good faith and 
the entrymen have apparently made expenditures and performed work with a 
view to securing patent to the entries, it would appear fair to provide relief to 
these entrymen, 

This Bureau would have no objection to the enactment of 8, 1177. 


Sincerely yours, 
Поматр Б. BELCHER, 


Assistant Director. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 15, 1955. 


Hon. James E. MURRAY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. С. 


My Dear Senator Murray: This is in reply to your request for the views of 
this Department on 8. 1177, a bill for the relief of desert land entrymen whose 
entries are dependent upon percolating waters for reclamation. 

I recommend that S. 1177 be enacted. 

Section 1 of the Desert Land Act of March 3, 1877 (43 U. S. C., 1952 ed., sec. 
321), requires that the right of desert land entrymen to the use of water for 
reclaiming their entries ‘shall depend upon bona fide prior appropriation.” 
S. 1177, if enacted, would waive this requirement in the case of all desert land 
entries which have heretofore been allowed and are subsisting on the effective 
date of the statute, which are dependent upon percolating waters for their reclama- 
tion, and which are situated in States under the laws of which the percolating 
waters upon which the entries are dependent are not subject to the doctrine of 
prior appropriation. 

During the past year, a question has arisen in the Department with respect to 
the meaning of this provision of the Desert Land Act and its effect upon desert 
land entries in the State of Arizona which are dependent for irrigation upon 
percolating waters, i. e., underground water which does not flow in a well-defined 
channel with banks. The question arose primarily as a result of a recent decision 
by the Supreme Court of Arizona with respect to the law of the State governing 
percolating waters. In that decision, Bristor v. Cheatham (75 Ariz. 227, 255 P. 
2d 173), decided on March 14, 1953, the Arizona court held that percolating 
waters in that State are not subject to the doctrine of prior appropriation but are 
subject only to the doctrine of reasonable use. 

The Bristor decision raised the question whether desert land entries for lands 
in Arizona could be allowed or patented where such entries are dependent on 
percolating waters for reclamation. The question was referred to the Acting 
Solicitor of the Department who has rendered an opinion holding that such entries 
cannot be allowed or patented under the Desert Land Act since the right of the 
entrymen or the applicants for entry to use percolating waters does not depend 
upon prior appropriation. A copy of the Acting Solicitor’s opinion M-36263, 
dated February 23, 1955, is attached. It discusses the problem in detail 

According to the Bureau of Land Management of this Department, there are 
approximately 158 desert land entries in Arizona which have been allowed and 
are currently subsisting but which are dependent on percolating waters for 
reclamation. The entries were applied for in good faith and the entrvmen have 
apparently made expenditures and performed work with a view to securing patents 
to the entries. In many cases the expenditures have been substantial. How- 
ever, under the law as set forth in the Acting Solicitor’s opinion, the entries 
cannot go to patent so long as the percolating waters on which they are dependent 
are not subject to appropriation. This means that in time, as the statutory life 
of the entries expires, the entrymen will lose the fruits of their labor and expendi- 
tures. Immediately, because of this prospect, the entrymen are uncertain as 
to whether to proceed with their work on the entries. 

In these circumstances, it seems only fair and equitable that the entrymen 
should be allowed to perfect their entries regardless of the requirement in the 
Desert Land Act that they have a water right dependent upon prior appropriation. 
S. 1177 would accomplish this purpose. It would simply waive in the case of 
these entries the requirement that the right to use of water depends on prior 
appropriation. In all other respects, such as reclamation and expenditures, the 
entrymen would remain subject to the requirements of the Desert Land Act. 

The problem under consideration has so far arisen only in Arizona. S. 1177, 
however, has been drawn on a general basis and would thus take care of any 
similar problem in other States to which the Desert Land Act applies. 

It should be noted that the bill applies only to existing entries which have 
been allowed. The bill will not permit future desert land entries to be made in 
Arizona which are dependent on percolating waters. Whether broader legislation 
should be enacted is a matter on which the Department takes no position at this 
time. The Department’s immediate concern is in affording relief to existing 
entrymen who have an immediate problem on their hands, and the Department 
urges that such relief be granted without delay. 
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The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to the committee. 
Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


ACTING SOLICITOR’S OPINION, DEPARTMENT OF THE INTERIOR 


The Acting Solicitor’s opinion is as follows: 


M-36263 
FEBRUARY 23, 1955. 


VALIDITY OF DESERT LAND ÅPPLICATIONS AND ENTRIES IN ARIZONA DEPENDENT 
ON PERCOLATING WATER FOR RECLAMATION 


Desert land entry, water right 

When Congress provided in the Desert Land Act that the right to use of water 
by the entryman “shall depend upon bona fide prior appropriation,” Congress 
used the words “prior appropriation’? as words of art having reference to the 
well-established doctrine of prior appropriation then obtaining in the Western 
States and Territories. 


Desert land entry, water right 
Whether water is subject to prior appropriation as required in the Desert Land 
Act is a matter governed by State law. 


Water and water rights, State laws 

Under the second opinion of the Arizona Supreme Court in the case of Bristor 
v. Cheatham, percolating waters are not subject to the doctrine of prior appropria- 
tion but only to the doctrine of reasonable use. 


Desert land entry, water right 

Applications for desert land entries in Arizona cannot be allowed, and allowed 
desert land entries in that State cannot be patented, where the entries are de- 
pendent upon percolating waters for reclamation. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 
Washington 25, D. C., February 28, 1956. 
Memorandum. 
To: Director, Bureau of Land Management. 
From: Acting Solicitor. 
Subject: Validity of desert land applications and entries in Arizona dependent 
on percolating water for reclamation. 

You have requested my opinion as to whether, in view of the decision by the 
Supreme Court of Arizona in the case of Bristor v. Cheatham (75 Ariz. 227, 255 P. 
2d 173 (1953)), applications for desert land entries in that State can be allowed 
or allowed desert land entries in that State can be patented where reclamation 
of the entry depends upon percolating water. 

As the term “percolating water” is used in your request and this opinion, it 
means underground water which does not comprise or s not part of an under- 
ground stream which has a well-defined channel and banks and a current. 

Section 1 of the Desert Land Act of March 3, 1877 (43 U. S. C., 1952 ed., 
sec. 321), provides in part as follows: 

“ж * * it shall be lawful for any citizen of the United States * * * to file a 
declaration * * * that he intends to reclaim a tract of desert land * * * by 
conducting water upon the same * * * Provided, however, That the right to 
the use of water by the person so conducting the same * * * shall depend upon 
bona fide prior appropriation: * * * and all surplus water over and above such 
actual appropriation and use, together with the water of all, lakes, rivers and 
other sources of water supply upon the public lands and not, navigable, shall 
remain and be held free for the appropriation and use of the public for irrigation, 
mining and manufacturing purposes subject to existing rights’ (19 Stat. 377). 

The answer to your ques.ion depends upon the interpretation to be given to 
the specific portion of the quotation from the act which requires that “the right 
to the use of water by the person so conducting the same * * * shall depend upon 
bona fide prior appropriation.” 
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In California Oregon Power Co. v. Beaver Portland Cement Co, (295 U. 8. 142 
(1935)), the United States Supreme Court held that a homestead patent issued in 
1885 for land bordering on a stream did not carry with it the common law riparian 
right to have the stream flow by the land in its accustomed channel without sub- 
stantial diminution. This holding was based on the Court’s interpretation of the 
provision of section 1 of the Desert Land Act following the clause just quoted and 
beginning with “and all surplus water,” etc. Although the Court was not di- 
rectly concerned with the clause under consideration here, it discussed at length 
the background of the Desert Land Act and made a number of statements which 
are very illuminating with respect to the point at issue. The more significant 
statements follow: 

“For many years prior to the passage of the acy of July 26, 1866 * * * the right 
to the use of waters for mining and other beneficial purposes in California and the 
arid region generally was fixed and regulated by local rules and customs. The 
first appropriator of water for a beneficial use was uniformly recognized as having 
the better right to the extent of his actual use. The common law with respect to 
riparian rights was not considered applicable, or, if so, only to a limited degree. 
* * * The rule generally recognized throughout the States and Territories of the 
arid region was that the acquisition of water by prior apvrovriation for a beneficial 
use was entitled to protection * %* * (р, 154). [Emphasis added.} 

“That body [the Congress] thoroughly understood that an enforcement of the 
common-law rule, by greatly retarding if not forbidding the diversion of waters 
from their accustomed channels, would disastrously affect the policy of dividing 
the public domain into small holdings and effecting their distribution among 
innumerable settlers. In respect of the area embraced by the desert-land States, 
with the exception of a comparatively narrow strip along the Pacific seaboard, it 
had become evident to Congress, as it had to the inhabitants, that the future 
growth and well-being of the entire region depended upon a complete adherence 
to the rule of appropriation for a beneficial use as the exclusive criterion of the 
right to the use of water” (p. 157). [Emphasis added.] 

“In the light of the foregoing considerations, the Desert Land Act was passed, 
and in their light it must now be construed” (p. 158). 

These extracts from the Power Co. case leave little doubt that the rule of prior 
appropriation was a well-established doctrine of water law in the Western States 
and Territories at the time the Desert Land Act was passed and that, when 
Congress provided in the act that the right to use of water by a desert land entry- 
man “shall depend upon bona fide prior appropriation,” Congress used the words 
“prior appropriation” as words of art having a clear and precise meaning. 

The question then presents itself whether the right to appropriate water for 
the reclaiming of a desert land entry is a matter governed by State law or Federal 
law. The Power Co. case provides the answer. The Court stated in that case: 

“As the owner of the public domain, the Government possessed the power to 
dispose of land and water thereon together, or to dispose of them separately. * * * 
The fair construction of the provision now under review! is that Congress in- 
tended to establish the rule that for the future the land should be, patented 
separately; and that all nonnavigable waters thereon should be reserved for 
the use of the public under the laws of the States and Territories named” (p. 162). 
{Emphasis added.} 

“Nothing we have said is meant to suggest that the [Desert Land] act, as we 
construe it, has the effect of curtailing the power of the States affected to legislate 
in respect of waters and water rights as they deem wise in the public interest. 
What we hold is that following the act of 1877, if not before, all nonnavigable 
waters then a part of the public domain became publici juris, subject to the plenary 
control of the designated States, including those since created out of the Territories 
named, with the right in each to determine for itself, to what extent the rule of 
appropriation or the common-law rule in respect of riparian rights should obtain. 
* * * The Desert Land Act does not bind or purport to bind the States to any 
policy. It simply recognizes and gives sanction, insofar as the United States 
and its future grantees are concerned, to the State and local doctrine of appro- 
priation, and seeks to remove what otherwise might be an impediment to its 
full and successful operation” (pp. 163-164). [Emphasis added.) 

It is clear, then, that whether a desert land entry in Arizona can be based 
upon percolating water depends upon whether, under the law of Arizona, per- 
colating water is subject to the doctrine of prior appropriation. 

This question was settled only relatively recently in the case of Bristor v. 
Cheatham, supra. To appreciate the full significance of that case, a brief con- 


T'he clause in sec. 1 of the act commencing with “and all surplus water,” ete. 
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sideration of the history of the Arizona law on percolating water is necessary. 
The first pronouncement by the Arizona Supreme Court on the subject of per- 
colating water apparently was in the case of Howard v. Perrin (76 Pac. 460 (1904), 
affirmed 200 U. 8. 71 (1906)). In that case, the court stated that percolating 
water, as distinguished from water in an underground stream, belonged to the 
owner of the soil and was not subject to appropriation by another. 

In Maricopa County Municipal Water Conservation District No. 1 et al. v. 
Southwest Cotton Co. et al. (4 P. 2d 369 (1931)), the Arizona court decided to treat 
the subject of underground water as a matter of first impression. In a lengthy 
opinion, the court concluded that “our holding in Howard v. Perrin, supra, that 

ercolating subterranean waters were not subject to appropriation, was and still 
is the law of Arizona” (4 P. 2d, at p. 376). 

Then came the case of Bristor v. Cheatham. ‘This was an action by the plain- 
tiffs to restrain the defendants from diverting water which the plaintiffs were 
pumping from domestic wells on their property. The plaintiffs alleged as a first 
count that the defendants had sunk a number of large wells on defendants’ 
property to a common source of underground water underlying the lands of 
both and were pumping and conveying the water 3 miles distant to reclaim other 
land owned by the defendants, and that this withdrawal of water was drying 
plaintiffs’ wells. In a second count, the plaintiffs alleged that the waters from 
which their wells were supplied were taken from an underground stream, The 
action was dismissed on both counts by the lower court. 

When the case came before the Supreme Court of Arizona, the court first held 
on January 12, 1952, that its ruling in Howard v. Perrin was dictum and con- 
trary to the Desert Land Act; it overruled that case and held that percolating 
waters are subject to the doctrine of prior appropriation (Bristor v. Cheatham, 
240 P. 2d 185). A rehearing was granted, following which the court reversed 
itself on March 14, 1953 (255 P. 2d 173). ‘The court said: 

“The State of Arizona through its legislature has adopted its policy and local 
doctrine to the effect that ground waters are not subject to appropriation. It 
seems the only answer, therefore, is that a prior right to the use of ground waters 
cannot now be acquired and never could have been acquired under the law of 
prior appropriation. We hold, therefore, that such waters are not subject to any 
law of appropriation” (255 P. 2d, at p. 177). [Emphasis added.] 

The court went on to hold that the owner of land overlying percolating water 
has a rizht to use the water subject to the doctrine of reasonable use, as distinguished 
from the doctrine of correlative rights. Under the latter doctrine, a landowner 
would be limited to his proportionate share of the percolating water underlying 
his land and the lands of his neighbors. Under the doctrine of reasonable use, a 
landowner may use, without any liability to an adjoining user, as much of the 
percolating water as he can reasonably put to a beneficial use on his land even 
though it exceeds his proportionate share of the water. See 55 A. L. R. 1385 
апа 109 А І, R. 395. 

It is plain from the two opinions in the Bristor case that the doctrine of prior 
appropriation is diametrically opposed to the doctrine of reasonable use. Under 
the first doctrine, a prior appropriator acquires a legal right to a definite quantity 
of water which cannot be diverted by any subsequent appropriator even though 
the latter could put the water to a beneficial use. Under the second doctrine, a 
prior user of water acquires no right to the quantity of water used. Any subse- 
quent user of water, by drilling a larger well or installing a more powerful pump, 
ean, without liability, drain him dry so long as the water is put to a beneficial use 
by the subsequent user. 

I find it impossible, therefore, to interpret the clause in the Desert Land Act 
which requires that “‘the right to the use of water * * * shall depend upon bona 
fide prior appropriation” as encompassing the doctrine of reasonable use as set 
forth in the second Bristor opinion. 

The Department’s regulations do not sanction the allowance or patenting of a 
desert land entry which depends upon percolating water which is subject only to 
the doctrine of reasonable use. The pertinent regulation currently in effect 
(43 CFR 232.13; 19 F. R. 9084), which has been unchanged since its adoption on 
May 18, 1916 (Cire. 474, 45 L. D. 345, 351), provides in part as follows: 

“Src. 232.13 Evidence of water rights required with application. No desert- 
land application will be allowed unless accompanied by evidence satisfactorily 
showing either that the intending entryman has already acquired by appropriation, 
purchase, or contract a right to the permanent use of sufficient water to irrigate 
and reclaim all of the irrigable portion of the land sought, or that he has initiated 
and prosecuted, as far as then possible, appropriate steps looking to the acquisition 
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of such a right. * * * All applications not accompanied by the evidence above 
indicated will be rejected.” 

The requirement in the regulation is clear that an applicant must acquire, or 
take steps to acquire, a legal right to the permanent use of sufficient water to 
reclaim his entry. The same requirement is stated in the regulation dealing with 
the submission of final proof (43 CFR 232.32; 19 F. R. 9086). 

As we have seen, a landowner has no legal assurance of a permanent supply of 
water under the doctrine of reasonable use. His “right” to use percolating water, 
unlike the right of a prior appropriator, is always subject to diminution or abroga- 
tion by a subsequent user of the water. 

It is my opinion, therefore, upon the basis of the Desert Land Act and the 
second opinion of the Supreme Court of Arizona in Bristor v. Cheatham, that an 
application for a desert land entry on land in Arizona cannot be allowed, and that 
a patent cannot be issued for such an entry which has been allowed, where the 
entry is dependent upon percolating water for reclamation. 


J. Revet ARMSTRONG, 
Acting Solicitor. 


LETTER REGARDING STATE LAWS 


A subsequent letter from the Solicitor to Senator Hayden, explain- 
ing the laws of some of the Western States relating to the subject of 
the water-right showings required, is as follows: 


May 24, 1955. 
Hon. Cart Haypen, 
United States Senate, 
Washington, D. C. 


My Dear Senator Haypen: Further reference is made to your letter of April 5, 
requesting our comments on Mr. Coker’s letter to you of March 30, concerning 
the water rights showing required for an entry of public lands in Arizona under 
the desert land law (43 U. 8. C., sec. 321 et seq.). 

Solicitor’s opinion M-36263, a copy of which is enclosed, stated that where 
such entry would be dependent upon percolating water for reclamation, an appli- 
cation for entry or patent under the desert land law cannot be allowed. Under 
the desert land law, the right to use water on public land depends upon bona fide 
prior appropriation under the State law. The applicant must show he has ac- 
quired or will acquire by appropriation, purchase, or contract a right to the per- 
manent use of sufficient water to irrigate and reclaim the public lands (48 CFR 
232.13 and 232.32). The recent decision of the Supreme Court of Arizona in 
Bristor v. Cheatham (255 P. (2d) 173 (1953)) held that rights to percolating waters 
in Arizona cannot be acquired under the law of prior appropriation. That 
decision declares the law of the State with respect to this question. The appli- 
cant clearly cannot meet the requirements of the desert land law, therefore, if 
his entry depends on percolating water in Arizona. 

Mr. Coker states in his letter that this Department has in the past interpreted 
the desert land law as permitting the showing of a water right dependent upon 
percolating waters. He finds evidence of such an interpretation from a Govern- 
ment annual proof form which gives credit toward meeting the requirements of 
the desert land law for expenditures made to construct windmills, pumps, and 
irrigation wells. The annual proof form does indicate acceptable types of the 
improvement expenditures, but does not show what an applicant must prove with 
respect to his legal right to a definite quantity of water. No decision of this 
Department has been found holding that a desert land entry dependent on per- 
colating waters may be allowed in a State which does not recognize appropriation 
of such waters. Our opinion M-36263, it should be roted, did not state that 
ground water obtained from wells in Arizona could never be used as the basis for 
an acceptable water right showing. Ground water is defined as including water 
in the ground, that is, under the surface (Selected Problems in the Law of Water 
Rights in the West, U. S. Department of Agriculture, Miscellaneous Publication 
No. 418, 1942, at p. 24). In Arizona, as in almost every other Western State, 
water in defined channels of underground streams is subject to prior appropriation 
and therefore can be used to establish a showing of the water right needed under 
the desert land laws. 

There is little doubt that at the time of the enactment of the Desert Land Act 
on March 3, 1877, the doctrine of appropriation was well recognized. See 
California Oregon Power Co. v. Beaver Portland Co. (295 U. S. 142, 154 (1935)). 
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The recognition of “prior appropriation” in the Desert Land Act, moreover, does 
not limit the doctrine to surface water. 

Mr. Coker’s statement that the “laws in the Western States in 1916 or there- 
abouts, will disclose that none of them had any provisions in their code for the 
appropriation of ground or percolating water” is not entirely accurate. Section 
4169, Revised Statutes 1901, Arizona, authorized prior appropriation оѓ “апу оѓ 
the unappropriated waters” in the Territory. This section was carried over into 
Revised Statutes 1913, section 5337. In 1919, it was definitely provided that 
ground water in definite underground channel was subject to appropriation 

Arizona Code Annotated 1939, 75-101). The 1919 act confirmed the law of 

rizona recognized prior to and after 1916, as indicated by the case cited by 
Mr. Coker of Howard v. Perrin (76 Pac. 460, 462 (1904)) upheld by the United 
States Supreme Court (200 U.S. 71 (1905)), and reaffirmed by Maricopa County 
Municipal Water Conservation District No. 1 v. Southwest Cotton Co. (39 Arizona 
65, 4 P. (2d) 369, 376 (1931)). The decisions of the State courts, of course, are 
declarative of the law of the State (Bristor v. Cheatham, 255 P. (2d) 173, 175 
(1953)). 

In 1899, Idaho enacted a law providing that the right to the use of subter- 
ranean waters may be acquired by appropriation (Idaho Code, 1948, secs. 42-108). 
In 1913, the Nevada statute provided that “all sources of water supply within the 
boundaries of the State, whether above or beneath the surface of the grounds” 
may be appropriated as provided in the act (Nev. Comp. Laws, 1929, secs. 7890 
and 7891). In 1915 a statute provided that “all underground waters, save and 
except percolating water” were subject to appropriation (Nev. Sess. Laws, 1915, 
sec. 1, ch. 210, p. 323). A Utah statute in 1903 (Utah Comp. Laws, 1907, secs. 
1288-18) made water flowing above or under the ground in known or defined 
channels public property. The appropriation doctrine was held applicable in 
Utah to such water (Whitmore v. Utah Fuel Co. 73 Pac. 764, 767 (1903)). 

Mr. Coker also suggests amending the Desert Land Act to “settle the question 
as to the use of irrigation well or percolating waters for the reclamation of desert 
lands, whether the States have passed any ground-water legislation or поё.’ 
Whether Federal legislation, even as to percolating water, is necessary or desirable 
is an important consideration. The State of Arizona can make such provision 
as it thinks wise for the acquisition of rights to percolating water on public or 
other lands in the State. There are decided advantages to the present provisions 
of the desert land law which assure the acquisition by the applicant of the supply 
of wacer necessary for desert land entry, and leave up to the State the method of 
such acquisition. This letter, of course, attempts only to clarify the problem 
raised, and is not intended to indicate what views this Department might express 
on a specific bill if the Department were called upon to report on such legislation. 

Sincerely yours, 
J. REUEL ARMSTRONG, Solicitor. 


CHANGES IN EXISTING LAW 


In compliance with the Cordon rule (subsec. (4) of rule XXIX of 
the Standing Rules of the Senate) changes in existing law made by the 
bill S. 1177, as reported, are limited to a waiver of the requiremeat of 
section 1 of the Desert Land Act of March 3, 1877 (19 Stat. 377), as 
shown by the full text of S. 1177 as reported. 


Техт оғ 8. 1177, SHowina Watver or Provisions or THE Desert Lanp Act 
оғ Marca 3, 1877 (19 5тат. 377) 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the requirement of section 1 of the Desert 
Land Act of March 3, 1877 (19 Stat. 377), that the right to the use of water by a 
desert land entryman “shall depend upon bona fide prior appropriation” shall be 
waived in the case of all desert land entries which have heretofore been allowed and 
are subsisting on the effective date of this Act, which are dependent upon perco- 
lating waters for their reclamation, and which are situated in States under the laws 
of which the percolating waters upon which the entries are dependent are not 
subject to the doctrine of prior appropriation. 


О 
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84TH CONGRESS | SENATE { REPORT 
184 Session No. 509 


PROTOTYPE AIRCRAFT DEVELOPMENT ACT 
Јохе 10 (legislative day, June 8), 1955.—Ordered to be printed 


Mr. Maenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 
(То accompany S. 2074] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 2074) to extend for an additional 5 years 
the provisions of the act of September 30, 1950, entitled “An act to 


romote the development of improved transport aircraft by providing 
or the operation, testing, and modification thereof,” having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


STATEMENT OF FACT 


The purpose of this proposed legislation is to extend for 5 years 
the act of September 30, 1950, Public Law 867 of the 81st Congress, 
(64 Stat. 1090), which expires next September, and which authorizes 
the Secretary of Commerce to promote the development of improved 
transport aircraft, particularly turbine-powered aircraft, aircraft 
specially adapted to the economic transportation of cargo, and air- 
craft suitable for feeder line operation. This is accomplished by 
providing for temporary Government assistance in the testing and 
minor experimental modification of such aircraft and in the operation 
of available turbine-powered aircraft in simulated transport service 
to secure data to aid in the development and manufacture of turbine- 
powered aircraft. In carrying out his functions, the Secretary of 
Commerce is required to consult, from time to time, with interested 
Government agencies, including the Department of Defense, the 
Civil Aeronautics Board, and the National Advisory Committee for 
Aeronautics, and with representatives of industry. Section 7 of the 
act provides that it shall expire 5 years after enactment. S. 2074 
would extend the provisions of the act for 5 additional years, by 
substituting the word “ten” in lieu of the word “five” appearing in 
section 7 of the act. 
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2 PROTOTYPE AIRCRAFT DEVELOPMENT ACT 


The act of September 30, 1950, authorized to be appropriated to the 
Department of Commerce sums not to exceed $12,500,000. Up to 
this time, none of this sum has been appropriated and no funds are 
requested in the current budget request (fiscal year 1956) to carry out 
the purposes of the act. However, in view of the fact that this 
country appears to be on the threshold of a most promising era of 
development in turboprop and jet-powered aircraft and at the same 
time the economic need for new and improved local service transport 
aircraft and transport helicopters grows more acute, the assistance 
which Public Law 867 would provide to aircraft manufacturers will 
become most important during the next few years. 

Reports favoring the enactment of S. 2074 were filed with the com- 
mittee by the Department of Defense, the Department of Commerce 
and the CAB. The report from the Department of Commerce 
explains fully the need for the legislation and the purpose of its pro- 
visions. That report is set forth below. The Comptroller General of 
the United States has informed your committee that he perceives no 
objection to an extension of the provisions of the act as proposed. 


Tae SECRETARY OF COMMERCE, 
Washington, June 8, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce 
United States Senate, Washington, D. C. 

Dear SenaTOR MaaGnuson: This is in response to your letter of May 26, 
1955, requesting the views of the Department of Commerce on В. 2074, a bill 
to extend for an additional 5 years the provisions of the act of September 30, 
1950, entitled “An act to promote the development of improved transport air- 
craft by providing for the operation, testing, and modification thereof.” 

Following very extensive hearings and studies on the development and testing 
of new transport aircraft, legislation incorporating provisions promoting the 
development of such aircraft was passed in the 8lst Congress. Public Law 867 
(64 Stat. 1090). 

This legislation, it was expected, would promote the development of vitally 
necessary new transport aircraft through a minimum of financial assistance on the 
part of the Government and under conditions which would result in maximum 
freedom on the part of the aircraft manufacturers and the maximum degree of 
competition amongst aircraft manufacturers. 

There were three main objectives of Public Law 867: 

(1) Through Government action, to supply sufficient incentive to private 
industry to get privately financed prototype transport development under 
way. 

(2) Through the provision for extended service testing or “debugging’’ of 
new transport aircraft, to minimize costly groundings of such aircraft and to 
achieve a higher level of safety. 

(3) To enable the responsible Federal agencies more effective.y to dis- 
charge their statutory responsibilities relating to civil airways, airport, and 
air-safety regulations by obtaining operational experience with new types of 
transport aircraft. 

These objectives are still sound. However, even before this legislation was 
enacted, there was general appreciation of the difficulties involved in formulating 
an accurate estimate as to the time which would be required for final development 
of prototype aircraft. Thus the completion of the testing and modification 
program which this legislation authorized was difficult to predict. Up to the 
present time activity related to the objectives of this act included, during fiscal 
year 1951, the establishment of a Prototype Aircraft Advisory Committee, the 
development of specifications for a jet passenger transport, and a survey of foreign 
transport aircraft development; during fiscal 1952, adoption of specifications for a 
local service airplane, development of a proposed test program which provided for 
the use of available turbine-powered aircraft; during fiscal 1953, a team of special- 
ists in design, airworthiness and operations was set up to study the problems 
which would arise with the introduction of turbine-powered aircraft into United 
States civil operation. A considerable amount of preparatory work and overall 
planning has been carried out. However, no direct operation, testing, or modi- 
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fication work has been done. In part, at least, this was the result of the fact that no 
civilian turbine-powered aircraft has been available for these purposes. However, 
the situation is now changing. United States airlines are negotiating with manu- 
facturers on specifications and contracts for United States built turbine-powered 
transports. In addition Boeing has a prototype in the flight-testing stage. Con- 
sequently, the extension at this time of Public Law 867 for an additional 5 years 
will permit accomplishment of such programs under this act as these recent 
developments may indicate to be necessary. 

The fact that turbine-powered transport aircraft have not reached the test 
stage as early as was anticipated at the time of passage of this act, necessitates an 
extension for an additional 5 years. The 5-year extension requested should cover 
the period of greatest activity in new transport aircraft testing and hence the 
period of greatest potential need for this act. As these developments warrant 
specific programs under this act such proposals would be submitted for congres- 
sional review and approval through the normal appropriation process. 

In view of the continued progress in the use of turbine-powered aircraft as 
civil transports and the importance of obtaining in this country full information 
as to design, operating, airway, and airport problems such use may create, the 
Department of Commerce strongly recommends favorable consideration of this 
proposed legislation by the Congress, in the interests of safety and economy of 
air transport, as well as to help maintain this country’s traditional role of world 
leadership in transport aircraft manufacturing and operation. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report to your committee. If we can be of any further assistance, 
please call upon us. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


The report of the Civil Aeronautics Board is as follows: 


CiīivıL AERONAUTICS BOARD, 
Washington, June 8, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Senator Maanuson: This is in reply to your letter of May 26, 1955, 
asking the Board for a report on S. 2074, a bill to extend for an additional 5 years 
the provisions of the act of September 30, 1955, entitled ‘An act to promote the 
development of improved transport aircraft by providing for the operation, testing, 
and modification thereof.” 

The Board’s legislative program for several years has included recommendations 
for the enactment of legislation providing for Federal financial assistance in the 
development of improved types of transport aircraft. 

The act of September 30, 1950, which expires next September, authorizes the 
Secretary of Commerce to provide for the operation and testing of aircraft and 
to provide minor experimental modifications during the testing period, and thus 
is designed to somewhat lessen the heavy costs incurred in the development of 
new type of aircraft. Under the terms of this law Federal assistance consists in 
large part of taking over the expense which the manufacturer would otherwise 
have to bear of demonstrating by actual test that the aircraft qualifies for certifi- 
cation by the Administrator of Civil Aeronautics. This type of assistance be- 
comes available only after the aircraft has been manufactured and after heavy 
developmental costs have already been sustained. It is a much more limited 
type of program than that which has been recommended by the Board, and it 
may be that it does not provide sufficient incentive to achieve the desired results. 
Nevertheless, it is designed to encourage the development of improved transport 
aircraft, and does hold out the prospect of some assistance. In spite of its pos- 
sible shortcomings, the Board believes the present law is a step in the right direc- 
tion and merits further retention. This is particularly true in view of the fact 
that we appear to be on the threshold of a most promising era of development in 
turboprop and jet-powered aircraft, and at the same time the economic need for 
new and improved local service transport aircraft and transport helicopters 
grows more acute. 


Accordingly, the Board recommends that the committee give favorable con- 
sideration to 8. 2074. 
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Because of time limitations this report has not been cleared with the Bureau 


of the Budget. 


Sincerely yours, 
Ross RIZLEY, 


Chairman. 


After careful study, the committee believes the suggested legislation 
is in the interests of safety and economy of air transport and will help 
to maintain this country’s traditional role of world leadership in 
transport aircraft manufacturing and operation. Your committee 
therefore recommends that the bill, as reported, do pass. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


DEVELOPMENT OF TRANSPORT AIRCRAFT 
(Act of September 30, 1950, 64 Stat. 1090, 49 U. S. C. 1181) 
(Public Law 867, 81st Congress) 


It is hereby declared to be the policy of Congress to promote, in the interest of 
safety, the national air-transportation system and the national defense, the de- 
velopment of improved transport aircraft, particularly turbine-powered aircraft, 
aircraft especially adapted to the economital transportation of cargo, and aircraft 
suitable for feeder-line operation, by providing for temporary Government 
assistance in the testing and minor experimental modification of such aircraft, and 
in the operation of available turbine-powered aircraft in simulated transport 
service to secure data to aid in the development and manufacture of turbine- 
powered transport aircraft, and to aid in the adaptation of civil airways, civil 
airports, and air-safety regulations applicable to civil aircraft to the operation 
of such aircraft. 

Sec. 2. (a) The Secretary of Commerce (hereinafter referred to as the Secre- 
tary) is authorized to carry out the purposes of this Act by— 

(1) preparing broad operating and general utility characteristics and speci- 
fications for all types of such aircraft which he finds are required in the public 
interest, and which represent potential advances over existing aircraft; 

(2) providing for the operation, by contract or otherwise, of available 
aircraft with turbine-jet or turbine-prop power units under conditions simulat- 
ing, to the extent practicable, the conditions under which scheduled air 
transport aircraft operate; 

(3) providing, by contract or otherwise, for the testing of such aircraft 
which, in his opinion, best meet the operating and utility characteristics and 
specifications established by him in accordance with this section; and 

(4) providing for such minor experimental modifications of such aircraft 
during the testing period which he believes necessary to carry out the testing 
program in the interests of safety or economy of operation. 

(b) In carrying out his functions under this section, the Secretary shall consult, 
from time to time, with interested Government agencies, including the Department 
of Defense, the Civil Aeronautics Board, and the National Advisory Committee 
for Aeronautics, and with representatives of labor groups and of the respective 
segments of the aviation manufacturing industries and of the air transport 
industry. 

Sec. 3. (a) The Secretary is authorized, subject to the civil-service Jaws and 
the Classification Act of 1949, as amended, but without regard to any provision 
of law limiting the number of personnel which may be employed by the Civil 
Aeronautics Administration, to employ and fix the compensation of such personnel 
as may be deemed necessary to assist the Secretary in carrying out his functions 
under this Act: Provided, That to the extent practicable, consistent with other 
duties and assignments, the personnel and facilities of existing Government agen- 
cies shall be used to carry out the responsibilities stated in this Act. 
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(b) The Secretary, in carrying out the provisions of section 2 of this Act, may 
enter into contracts or other arrangements, or modifications thereof, with or 
without legal considerations, performance or other bonds, or competitive bidding, 
and, in carrying out such contracts, arrangements, or modifications thereof, may 
make advance, progress, and other payments without regard to the provisions 
of section 3648 of the Revised Statutes. 

Sec. 4. As used in this Act— 

(a) The term “aircraft” shall include engines, airframes, propellers, rotors, in- 
struments, accessories, and equipment for such aircraft. 

(b) The term “testing” means the operation of an aircraft incident to the 
procurement of a type certificate for such aircraft, and the operation of an air- 
craft, whether type certificated or not, in actual or simulated transport service 
for the purpose of determining the operating and utility characteristics of such 
aircraft. 

(c) The term “minor experimental modifications” means any adjustment or 
change necessary and incident to carrying out the testing program in the interest 
of safety or economy of operation but does not include any major factory 
modification. 

Sec. 5. The Secretary shall submit annually to the Congress a report on the 
progress made in the accomplishment of the purposes of this Act, and the amounts 
of the expenditures made or obligated pursuant thereto, together with such 
recommendations as to additional legislation relating thereto as he may deem 
necessary. 

Sec. 6. There is hereby authorized to be appropriated to the Department of 
Commerce not to exceed $12,500,000 to carry out the purposes of this Act. When 
so provided in the appropriation act concerned, such appropriations may remain 
available until expended. 

Sec. 7. This Act shall become effective upon enactment, and shall expire 
[буе] ten years thereafter. 

Approved September 30, 1950. 
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CLARIFYING AUTHORITY REGARDING AIDS TO NAVI- 
GATION ON FIXED STRUCTURES IN OR OVER NAVI- 
GABLE WATERS 


June 10 (legislative day June 8), 1955.—Ordered to be printed 


Mr. Maaenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany В. 1378] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1378) to clarify and consolidate the authority to 


require the establishment, maintenance, and operation of aids to 
maritime navigation on fixed structures in or over navigable waters 
of the United States, having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended 
do pass. 

AMENDMENT 


On page 2, line 4, strike out the words “willfully and knowingly”. 
BACKGROUND OF THE LEGISLATION 


Authority to prescribe and to require conformance with rules and 
regulations regarding aids to maritime navigation on fixed structures 
in or over navigable waters is not centered in any one Government 
agency. The Coast Guard, the Corps of Army Engineers, and the 
Federal Power Commission all have jurisdiction in certain circum- 
stances, 

In his letter and memorandum requesting introduction of the bill, 
the Acting Secretary of the Treasury, citing the diversity of jurisdic- 
tion, stated: 

It is believed desirable to concentrate in one agency the responsibility for pre- 
scribing and enforcing the requirements as to the lights and signals of these 
structures. The Coast Guard, which now has primary responsibility with 
respect to aids to maritime navigation generally, would appear to be the logical 
agency. Since the amended section is limited in its effect to the protection of 
maritime navigation, it would not in any way interfere with the existing authority 
of the Secretary of the Army to prescribe operating lights and signals for bridges, 
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The Coast Guard has given your committee positive assurance that 
no additional personnel will be required to be employed as a result of 
this legislation. 


PURPOSES OF THE BILL 


S. 1378 would amend section 85 of title 14, United States Code, to 
place in the Secretary of the Department in which the Coast Guard is 
operating the duty to prescribe and enforce regulations conc erning 
lights and other signals required on fixed structures in or over navi- 
gable waters of the United States. Penalty provisions are included. 

Section 2 of the bill would ден section 18 of the Federal Water 
Power Act, as amended (U. S. C. 1946 edition, title 16, see. 811) to 
transfer the authority contained therein from “the ‘Secretary of 
War” to “the Secretary of the Department in which the Coast Guard 
is operating.” 

Section 3 of the bill would amend the analysis of chapter 5 of title 
14, United States Code, immediately preceding section 81 of such 
title, to broaden the penalty coverage to include aids to maritime 
navigation on fixed structures. 

The amendment on page 2, line 4, of the bill as introduced, was made 
at the suggestion of the Department of Justice, which pointed out in 
its report on the bill that section 85 of the code does not now require 
proof that offenses thereunder were “willfully or knowingly” com- 
mitted. The importance to navigation of maintaining proper lights 
is so great, the Department’s report suggested, as to avoid possibility 
of justifying noncompliance. 

The Department of the Army, in its report, offered no objection to 
enactment. | 

The letter and memorandum from the Secretary of the Treasury 
are as follows: 

TREASURY DEPARTMENT 
Washington, February 10, 1955. 
The PRESIDENT OF THE SENATE. 

Sır: There is transmitted herewith a draft of a proposed bill to clarify and 
consolidate the authority to require the establishment, maintenance, and opera- 
tion of aids to maritime navigation on fixed structures in or over navigable waters 
of the United States. 

The proposed legislation would amend section 85 of title 14, United States 
Code, to place in the Secretary of the Department in which the Coast Guard is 
operating the duty to prescribe and enforce necessary and reasonable regulations 
for the protection of maritime navigation, concerning lights and other signals 
required on fixed structures in or over navigable waters of the United States. 
The amended section would contain penalty provisions 

A description of present diversity in authority is contained in the enclosure. 
It is believed desirable to concentrate in one agency the responsibility for pre- 
scribing and enforcing the requirements as to the lights and signals of these struc- 
tures. The Coast Guard, which now has primary responsibility with respect 
to aids to maritime navigation generally, would appear to be the logical agency. 
Since the amended section is limited in its effect to the protection of maritime 
navigation, it would not in any way interfere with the existing authority of the 
Secretary of the Army to prescribe operating lights and signals for bridges. 

It would be appreciated if you would lay the proposed bill before the Senate. 
A similar proposed bill has been transmitted to the Speaker of the House of Repre- 
sentatives. 

The Department has been advised by the Bureau of the Budget that there is no 
objection to the submission of this proposed legislation to the Congress. 

Very truly yours, 
Н. Снармах Козе, 
Acting Secretary of the Treasury. 
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MEMORANDUM ACCOMPANYING A Drart Britt To AMEND 14 Unitep States CopE 
85 


As background information for the proposed amendment to section 85 of title 
14, an explanation of the present diversity of authority in connection with the 
lights and signals on various types of fixed structures is contained herein. 

The Act of August 7, 1882 (22 Stat. 309) and the act of March 23, 1906, as 
amended (34 Stat. 85; 33 U. S. C. 494) required owners ana operators of bridges 
approved for construction under those acts to maintain, at their own expense, such 
lights and other signals as prescribed by the Coast Guard. The General Bridge 
Act of 1946, as amended (60 Stat. 847; 33 U.S. C. 525-533), does not contain such 
a provision., While the Chief of Engineers and the Secretary of the Army may 
include compliance with Coast Guard requirements as a condition of maintenance 
and operation of a bridge under this later act, the Coast Guard does not now have 
specific statutory authority to control the navigational lights and signals on 
bridges approved for construction after August 2, 1946. 

With respect to dams over navigable waters of the United States, the Federal 
Power Commission, under section 18 of the Federal Water Power Act, as amended 
(41 Stat. 1073; 16 U. S. C. 811), is authorized to require licensees to construct, 
maintain, and operate at their own expense such lights and signals as may be 
directed by the Secretary of the Army. _ 

In connection with the lighting or marking of fixed structures other than bridges 
or dams, the authority for the Coast Guard to require certain lights and signals 
thereon is now derived from clauses in individual construction permits issued by 
the Department of the Army pursuant to authority contained in the act of August 
18, 1894, as amended (28 Stat. 362; 33 U.S. C. 1). 

Proposed legislation similar to the present bill was introduced in the 81st Con- 
gress and was passed by the House of Representatives, but action was not com- 
pleted thereon by the Senate. At that time, the Corps of Engineers informally 
indicated that the Department of the Army would be in favor of such legislation. 


The bill was the subject of official communications from the Depart- 
ment of the Army, the Department of Justice, the Department of 
Commerce, and the Federal Power Commission, as follows: 


DEPARTMENT OF THE ARMY, 
June 1, 1956. 
Hon. WARREN G. MAGNUSON 
Chairman, Commitiee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CHarrRMAN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to S. 1378, 84th 
Congress, a bill to clarify and consolidate the authority to require the establish- 
ment, maintenance, and operation of aids to maritime navigation on fixed struc- 
tures in or over navigable waters of the United States. The Secretary of Defense 
has delegated to the Department of the Army the responsibility for expressing the 
views of the Department of Defense thereon. 

The Department of the Army has considered the above-mentioned bill and 
offers no objection to its favorable consideration. 

Section 1 of the bill would amend section 85, title 14, United States Code, so as 
to authorize the Secretary (of the Department in which the Coast Guard is 
operating, 14 U. S. C. 5) to prescribe rules and regulations, for the protection of 
maritime navigation, relative to establishment of lights and other signals on fixed 
structures in or over navigable waters of the United States, and provides penalties 
for violations. Section 2 of the bill would amend section 18 of the Federal Water 
Power Act, as amended (16 U. S. C. 811), which now provides that the Federal 
Power Commission shall require such lights and signals as may be directed by the 
Secretary of the Army, by striking out the words “Secretary of the Army” and 
inserting in lieu thereof the words “Secretary of the Department in which the 
Coast Guard is operating.” Section 3 of the bill would amend item 85 of the 
analysis of chapter 5, title 14, United States Code, by striking out “85. Failure 
to maintain lights; penalty”, and inserting in lieu thereof the words “85. Aids to 
maritime navigation on fixed structures; penalty.” 

Insofar as bridges are concerned, section 1 of the bill would seem to supersede 
a provision of section 1 of the act of August 7, 1882 (22 Stat. 309), as amended, 
requiring all parties owning, occupying, or operating bridges over any navigable 
river to maintain, at their own expense, such lights as may be required by the 
Coast Guard for the security of navigation, and a provision of section 4 of the 
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General Bridge Act of March 23, 1906, as amended (33 U. 8. C. 494), requiring 
the persons owning or operating any bridge erected or maintained under the 
provisions of that act to maintain, at their own expense, such lights and other 
signals thereon as the Commandant of the Coast Guard shall prescribe. 

Section 5 of the River and Harbor Act of August 18, 1894 (33 U. S. C. 499), 
authorizes the Secretary of the Army to make rules and regulations to govern 
the opening of drawbridges across navigable waters of the United States for the 
passage of vessels. It is necessary to include in such regulations provisions for 
the exchange between drawbridge operators and approaching vessels of visual 
and sound signals, but it has always been the policy of the Department in such 
eases to provide for signals which cannot be confused with those required by the 
Coast Guard. The present practice is recognized by the Coast Guard in 33 
СЕН 68.10-1, which relates to lights and signals necessary for the execution of 
rules and regulations pertaining to the operation of bridges issued by the Secretary 
of the Army, and it is assumed that the enactment of section 1 of the proposed 
bill would not be construed as interfering with the authority of the Secretary of 
the Army to regulate the opening of drawbridges. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Rosert T. Stevens, 
Secretary of the Army. 


DEPARTMENT OF JUSTICE, 
May 27, 1956. 
Hon. WARREN G. MAGNUSON, 
Chairman, Commiitee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. С. 

DEAR SENATOR: This isin response to your request for the views of the Depart- 
ment of Justice concerning the bill (S. 1378) to clarifv and consolidate the author- 
ity to require the establishment, maintenance, and operation of aids to maritime 
navigation on fixed structures in or over navigable waters of the United States. 

Section 85 of title 14, United States Code, now provides that anyone required 
by law to maintain lights upon any bridge or abutment over or in any navigable 
water who shall fail or refuse to maintain such lights or to obey any of the lawful 
rules and regulations relating to the same shall be guilty of a misdemeanor, and 
shall be fined not more than $100 for each offense. 

The bill would amend the above-mentioned section so as to provide that the 
Secretary of the Treasury shall prescribe and enforce reasonable rules and regula- 
tions, for the protection of maritime navigation, relative to the establishment, 
maintenance, and operation of lights or other signals on fixed structures in or 
over navigable waters of the United States. Any owner or operator of such 
structure who willfully and knowingly violates any rule or regulation shall be 
guilty of a misdemeanor and subject to a fine of not to exceed $100 for each day 
during which such violation continues. 

Whether the bill should be enacted involves a question of policy concerning 
which this Department prefers to make no recommendation. It is noted, how- 
ever, that section 85 does not now require proof that offenses thereunder were 
‘willfully or knowingly” committed. The language “willfully and knowingly” 
would be interpreted as intentional or knowing, or voluntary, as distinguished 
from accidental, United States v. Murdock (290 U. S. 389). In view of the im- 
portance in navigation of maintaining proper lights, the committee may wish 10 
consider amending the bill so as to delete the words “willfully and knowingly.” 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely, 
Мішлам Р. Косенв, 
Deputy Atiorney General. 
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THE SECRETARY OF COMMERCE, 
Washington 25, D. C., May 6, 1966, 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. С. 


ЮРклв Мв. СнАївмАюн: This letter is in reply to your request dated March 9, 
1955, for the views of the Department of Commerce with respect to S. 1378, a bill 
to clarify and consolidate the authority to require the establishment, maintenance, 
and operation of aids to maritime navigation on fixed structures in or over navi- 
gable waters of the United States. 

The subject bill would transfer from the Corps of Engineers to the Coast Guard 
the authority to regulate the lighting and marking of bridges and other fixed 
structures in the interests of safety of maritime navigation. 

Present statutory authority of the Corps of Engineers and the Coast Guard 
over these matters is diverse and complex. Under the act of August 7, 1882, and 
the act of March 23, 1906, owners of bridges constructed under permits of the 
Corps of Engineers were required to maintain, at their expense, lights and markings 
as required by the Coast Guard. The provisions of these acts were changed with 
respect to new bridges by the General Bridge Act of 1946. The situation on bridges 
constructed since that date is confusing. The Corps of Engineers may require in 
individual permits that the owners of bridges to be constructed maintain lights 
and markings at their own expense as prescribed by the Coast Guard. If such 
permits do not require such lights and markings, the Coast Guard has no jurisdic- 
tion. For markings and lights on structures other than bridges, authority is 
derived from separate Corps of Engineers statutes. 

A bill similar to S. 1878 passed the House during the 81st Congress, but was not 
considered by the Senate. At that time the Corps of Engineers informally indi- 
cated that they favored the purpose of the legislation. 

There is much to be gained in administrative clarity and convenience by having 
all authority over maritime safety and lighting of structures on navigable waters 
centralized in one agency. Such a function is proper to the Coast Guard and is 
closely allied to its other activities in promoting maritime safety. This Depart- 
ment, therefore, approves the principles of the proposed bill and recommends 
its enactment. 

The Bureau of the Budget has advised that it would interpose no objection to 
the submission of this letter. 

Sincerely yours, 
WALTER WILLIAMS, 
Acting Secretary of Commerce. 


FEDERAL POWER COMMISSION, 
Washington 25, June 8, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 

Drar MR. CuarrmMan: In response to your request of March 9, 1955, there are 
enclosed three copies of the report of the Federal Power Commission on the bill 
S. 1378, 84th Congress, to clarify and consolidate the authority to require the 
establishment, maintenance, and operation of aids to maritime navigation on fixed 
structures in or over navigable waters of the United States. 

We have just been advised that there is no objection by the Bureau of the 
Budget to the presentation of this report to your committee. 

Sincerely yours, 
JeEromE K. KUYKENDALL, Chairman. 
FepeRAL Power Commission Report on 8. 1378, 8Атн CONGRESS 
A bill to clarify and consolidate the authority to require the establishment, 


maintenance, and operation of aids to maritime navigation on fixed structures 
in or over navigable waters of the United States. 


This proposed legislation would amend section 85 of title 14, United States 
Code by giving the Secretary of the Department in which the Coast Guard is 
«рим specific authority to prescribe and enforce regulations for the protection 
of maritime navigation, including lights and other signals required on fixed struc- 
tures in or over navigable waters of the United States. It appears that under the 


present law, while the Chief of Engineers and the Secretary of the Army may 
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include compliance with Coast Guard requirements as a condition of maintenance 
and operation of a bridge, the Coast Guard does not have specific authority to 
control the navigational lights and signals on such bridges. This bill therefore 
seeks to concentrate in the Coast Guard the primary responsibility for regulating 
lights and signals on fixed structures such as bridges and dams affecting navigable 
waters. 

With respect to dams in, along or across navigable waters of the United States, 
the Federal Power Commission, under section 18 of the Federal Power Act (16 
U. 6. C. 811), is now authorized to require licensees to construct, maintain and 
operate at their own expense such lights and signals as may be directed by the 
Secretary of War (now the Secretary of the Army). 

This bill, among other things, would amend section 18 of the Federal Power 
Act by changing the name “Secretary of War” to “Secretary of the Department 
in which the Coast Guard is етене. (Except in time of war when it usually 
operates under the Secretary of the Navy, the Coast Guard functions under the 
direction of the Secretary of the Treasury.) 

Insofar as its application to Federal Power Commission procedures is con- 
cerned, the practical effect of passage of the bill would mean that the Commission, 
in the processing of license applications, would need to consult the Secretary of the 
Treasury, under whom the Coast Guard is presently operating, for clearance 
— section 18 of the Federal Power Act with respect to navigation lights and 
signals. 

Passage of the bill would seem to leave other aids to navigation, such as control 

of the level of pools caused by dams, and the operation of navigation structures, 
such as locks, under the Secretary of the Army. 
_ The desirability of shifting from the Army to the Secretary of the Department 
in which the Coast Guard is operating the responsibility for navigation lights 
and signals as provided in this bill presents a question of legislative policy concern- 
ing which the Commission has no comment to offer. However, the Commission 
has no objection to the proposal insofar as it may affect the functions of this 
agency under section 18 of the Federal Power Act: 


FEDERAL POWER COMMISSION, 
By JEROME K: KUYKENDALL, Chairman 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, existing law in which no change is pro- 
posed is shown in roman): 


Ттт 14, Section 85, Unrrep Strarges Copp 


§85. [Failure to maintain lights] Aids to maritime navigation on fixed 
structures; penalty 


[Any person, firm, company, or corporation required by law to maintain lights 
upon any bridge or abutment over or in any navigable waters who shall fail or 
refuse to maintain such lights, or to obey any of the lawful rules and regulations 
relating to the same, shall be guilty of a misdemeanor and shall be fined not more 
than $100 for each offense. Each day during which such violation shall continue 
shall be considered as a new offense. J] 

The Secretary shall prescribe and enforce necessary and reasonable rules and 
regulations, for the protection of maritime navigation, relative to the establishment, 
maintenance and operation of lights and other signals on fixed structures in or over 
navigable waters of the United States. Any owner or operator of such a structure, 
excluding an agency of the United States, who violates any of the rules or regulations 
prescribed hereunder, commits a misdemeanor and shall be punished, upon conviction 
thereof, by a fine of not exceeding $100 for each day during which such violation 
continues, 
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SECTION 18 or THE Feperat Water Power Act (41 Star. 1073), as AMENDED 
BY THE FEDERAL Power Act (49 5тат, 845; 16 U. S. C. 811) 


The Commission shall require the construction, maintenance, and operation 
by a licensee at its own expense of such lights and signals as may be directed by 
the [Secretary of War] Secretary of the Department in which the Coast Guard is 
operating and such fishways as may be prescribed by the Secretary of the Interior. 

he operation of any navigation facilities which may be constructed as a part of 
or in connection with any dam or diversion structure built under the provisions 
of this Act, whether at the expense of a licensee hereunder or of the United 
States, shall at all times be controlled by such reasonable rules and regulations 
in the interest of navigation, including the control of the level of the pool caused 
by such dam or diversion structure as may be made from time to time by the 
Secretary of War; and for willful failure to comply with any such rule or regula- 
tion such licensee shall be deemed guilty of a misdemeanor, and upon conviction 
thereof shall be punished as provided in section 316 hereof. 
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BATH CONGRESS | SENATE КЕРОЕТ 
1st Session No. 511 


PROVIDING FOR ADJUSTMENTS IN THE LANDS OR INTERESTS 
THEREIN ACQUIRED FOR THE ALBENI FALLS RESERVOIR PROJ- 
ECT, IDAHO, BY THE RECONVEYANCE OF CERTAIN LANDS OR 
INTERESTS THEREIN TO THE FORMER OWNERS THEREOF 


June 10 (legislative day, June 8), 1955.—Ordered to be printed 


Mr. Dworsuak, from the Committee on Interior and Insular Affairs 
submitted the following 


REPORT 


[To accompany S. 598] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 598) relating to adjustments in lands or interests 
in lands acquired for the Albeni Falls Reservoir project, Idaho, having 
considered the same, report favorably thereon and recommend that 
the bill do pass. 

Public hearings were held on the bill on May 27, 1955. 


PURPOSE OF THE BILL 


The purpose of the bill is to provide the Secretary of the Army with 
the necessary authority to make adjustments in lands acquired in 
fee simple by the Corps of Engineers for the construction and opera- 
tion of the Albeni Falls Reservoir project on the Pend Oreille River, 
a tributary of the Columbia River in the Idaho Panhandle. The 
adjustments would be made through reconveyance to former owners 
of lands or interests in lands which the current status of the project 
indicates may be feasible. 

While the fiscal effect of the recommended legislation could not be 
readily ascertained at this time, the bill and procedure authorized 
would, the Secretary of the Army states, preserve the objectives of the 
Federal Property and Administrative Services Act of 1949, as amended, 
and the policies and procedures employed in its administration. 

The Albeni Falls Reservoir project was authorized in 1950. It is 
now under construction and practically completed as a feature of the 
comprehensive plan for the development of the water resources of the 
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Columbia River Basin for flood control, power production, irrigation, 
and other purposes. i i 
No opposition to the bill was received by the committee. 


EXPLANATION OF THE BILL 


The Secretary of the Army, in reporting on the bill, presented 
information as to its purpose as follows: 


Marcu 2, 1955, 
Hon. James E. MURRAY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

Пғав Мң. Снлівмах: Reference is made to your request for the views of the 
Department of the Army with respect to 8. 598, 84th Congress, a bill to provide for 
adjustments in the lands or interests therein acquired for the Albeni Falls Reservoir 
project, Idaho, by the reconveyance of certain lands or interests therein to the 
former owners thereof. 

The Department of the Army is not opposed to the enactment of this bill. 

The purpose of the bill is indicated in its title. 

The Albeni Falls Reservoir project, located on the Pend Oreille River in Idaho, 
was authorized in 1950. The river has its source in the Pend Oreille Lake, a 
natural lake in northern Idaho embracing approximately 83,500 acres, which 
had attracted considerable development of recreational facilities along the shores 
of the lake and river by private interests and local organizations prior to the 
authorization of this project. It was concluded that much of the developed area 
would be subject to infrequent and intermittent flooding only as a result of the 
project development and that the acquisition of flowage easements over much 
of this area would provide the United States with a sufficient title interest in the 
properties to serve its purpose, and at the same time effect the savings which 
would flow from such action. 

Despite this unique feature of the Albeni Falls project, it was found essential 
to the successful development and operation of the project that the fee simple 
title to the lands in other areas of the project be acquired. In so doing, some 
acreages within the tract ownership pattern were acquired which, viewed in the 
light of the present development progress of the project and plans for its operation 
and maintenance, may be disposed of provided the disposition of any such land 
or interests therein is fully coordinated with project plans and requirements. 
Where such lands are being acquired through condemnation proceedings in which 
final judgment has not been entered, it is proposed, in appropriate cases, that 
pending proceedings will be amended as authorized by the act of Congress ap- 
proved October 21, 1942 (56 Stat. 797), to provide for the taking of such lesser 
acreage or interests in the lands involved as would be compatible with current 
or foreseeable project requirements. On the other hand, the Secretary of the 
Army does not have authority to adjust in a similar manner the acreage or title 
interest in lands acquired through purchase transactions. 

5. 598 would provide the Secretary of the Army with the requisite authority 
to make adjustments through reconveyance to former owners of lands or interests 
therein which the current status of the project indicates may be feasible. The 
proper exercise of this authority will serve to bring about the desired adjustments 
in a manner fair and reasonable both to the owners of lands being acquired 
through condemnation proceedings and to owners of lands that have been acquired 
heretofore through purchase transactions and at the same time preserve the 
objectives of the Federal Property and Administrative Services Act of 1949, as 
amended, and the policies and procedures employed in its administration. 

The fiscal effect of this bill cannot be readily ascertained at this time. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Ковевт T. Stevens. 
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BUREAU OF THE BUDGET REPORT 


The following report was received from the Assistant Director, 
Bureau of the Budget: 


FEBRUARY 8, 1955. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 


My Dear Mr. CuarrMan: This will acknowledge your letter of January 26, 
1955, requesting the views of the Bureau of the Budget on 5. 598, a bill to provide 
for adjustments in the lands or interests therein acquired for the Albeni Falls 
Reservoir project, Idaho, by the reconveyance of certain lands or interests therein 
to the former owners thereof. 

The purpose of 8. 598 is indicated in its title and in section 1 (a) of the bill. Its 
enactment would permit the Secretary of the Army to adjust Federal land hold- 
ings previously acquired for the Albeni Falls Reservoir project to the administra- 
tion’s present policy of acquiring only flowage easements for lands which would be 
subject to infrequent and intermittent flooding. Adjustments would be made by 
reconveying excess lands to former owners at the original purchase price, with 
adjustments upward for subsequent improvements and downward for any condi- 
tions attached to the reconveyance. The present policy of more limited reservoir 
land acquisition became effective before all lands needed for Albeni Falls Reservoir 
had been acquired. It is considered that the equitable adjustments permitted 
under the bill would simply accord sellers under the former policy equal treat- 
ment with sellers under the present policy. 

The Bureau of the Budget would have no objection to enactment of 5, 598, 

Sincerely yours, 
Doxnarp R. BELCHER, 
Assistant Director. 


The text of the bill as reported is as follows: 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a), in order to provide for adjustments in 
the lands or interests in land heretofore acquired for the Albeni Falls Reservoir 
project to conform such acquisition to a lesser estate in lands now being acquired 
to complete the real estate requirements of the project, the Secretary of the Army 
is authorized to reconvey any such land or interests in land heretofore acquired 
to the former owners thereof whenever (1) he shall determine that such land or 
interest is not required for public purposes, (2) he shall have received a written 
statement from such agency or person as may be designated by the Governor of 
the State of Idaho that the reconveyance of such property is in the best interest 
of the State, and (3) he shall have received an application for reconveyance as 
hereinafter provided. 

(b) Any such reconveyance of any such land or interest shall be made only 
after the Secretary (1) has given notice, in such manner (including publication) 
as he shall by regulation prescribe, to the former owner of such land or interest, 
and (2) has received an application for the reconveyance of such land or interest 
from such former owner, in such form as he shall by regulation prescribe, within 
a period of ninety days following the date of issuance of such notice. 

(c) Any reconveyance of land or interest therein made under this Act shall be 
subject to such exceptions, restrictions, and reservations (including a reservation 
to the United States of flowage rights) as the Secretary may determine are in the 
public interest. 

(d) Any land or interest therein reconveyed under this Act shall be sold for an 
amount determined by the Secretary to be equal to the price for which the land 
was acquired by the United States, adjusted to reflect (1) any increase in the 
value thereof resulting from improvements to the land made by the United States, 
and (2) any decrease in the value thereof resulting from (A) any reservation, 
exception, restriction, and condition to which the reconveyance is made subject, 
and (B) any damage to the land or interest therein caused by the United States. 
In addition, the cost of any surveys necessary as an incident of such reconveyance 
shall be borne by the grantee. 

(е) The requirements of this section shall not be applicable with respect to the 
disposition of any land, or interest therein, described in subsection (a) if the Sec- 
retary shall certify (1) that notice has been given to the former owner of such 
land or interest as provided in subsection (b), and that no qualified applicant has 
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made timely application for the reconveyance of such land or interest, or (2) that 
within reasonable time after receipt of a proper application for reconveyance of 
such land or interest the parties have been unable to reach a satisfactory agreement 
with respect to the reconveyance of such land or interest. 

(f) As used in this section, the term "former owner” means the person from 
whom any land, or interest therein, was acquired by the United States, or if such 
person is deceased, his spouse, or if such spouse is deceased, his children. 

Sec. 2. The Secretary of the Army may delegate any {authority conferred 
upon him by this Act to any officer or employee of the Department of the Army. 
Any such officer or employee shall exercise the authority so delegated under rules 
and regulations approved by the Secretary. 

Sec. 3. Any proceeds from reconveyances made under this Act shall be avail- 
able for use in administering the provisions of this Act and any surplus shall be 
covered into the Treasury of the United States as miscellaneous receipts. 

Бес 4, This Act shall terminate three years after the date of its enactment, 


О 
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84TH CONGRESS | SENATE ) КЕРОКТ 
1st Session No. 512 


DEPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATION BILL, 1956 


June 10 (legislative day, June 8), 1955.—Filed under authority of the order of 
the Senate of June 10 (legislative day, June 8), 1955, with amendments and 
ordered to be printed 


Mr. Houuanp, from the Committee on Appropriations, submitted the 
following 


REPORT 


[То accompany H. R. 6367] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 6367) making appropriations for the Department of Commerce 
and related agencies for the fiscal year ending June 30, 1956, and for 
other purposes, report the same to the Senate with various amend- 
ments and present herewith information relative to the changes made: 


Amount of bill as passed House $1, 123, 685, 000 
Amount of increase by the Senate 190, 932, 300 

Amount of bill as reported to Senate__.___-- 1, 314, 617, 300 
Amount of appropriations, 1955 1, 147, 512, 746 


Amount of the regular and supplemental estimates, 
1, 366, 393, 000 


The bill as reported to the Senate: 
Over the appropriations for 1955 


Under the estimates for 1956. 
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COMMERCE AND RELATED AGENCIES APPROPRIATION BILL, 1956 3 


TITLE I—DEPARTMENT OF COMMERCE 


For the Department of Commerce, including the Civil Aeronautics 
Board, the committee recommends $1,296,322,300, an increase of 
$190,512,300 above the amount allowed by the House. The total, 
with comparisons of the amount recommended with the appropriations 
for fiscal year 1955 and with amounts allowed by the House of Repre- 
sentatives is shown in the accompanying summary table, showing 
the amounts allowed by title of the bill and by agency. 


OFFICE OF THE SECRETARY 


Salaries and expenses.—The committee recommends $2,217,300, 
an increase of $45,300 over the amount allowed by the House, and 
over appropriations for comparable activities in fiscal year 1955. The 
amount recommended will make available for fiscal year 1956 for the 
immediate office of the Under Secretary for Transportation no more 
than the amount made available for this activity in fiscal year 1955. 
The increase will provide funds to cover the full year cost in fiscal 
vear 1956 of positions established in the Office of the Secretary during 
1955, and for adding two positions in the Office of Budget and Manage- 
ment for improvement of accounting methods. 

Aviation war risk insurance revolving fund.—The language proposed 
is legislative, and its proper place appears to be in an amendment of 
the law, section 1306 of the act of June 14, 1951 (49 U. S. C. 716). 
The remedy should lie in recourse to the legislative committee having 
jurisdiction over the matter. 


BUREAU OF THE CENSUS 


The committee recommends $7,100,000 for fiscal vear 1956, an in- 
crease of $900,000 above the current appropriation and above the 
House bill. Due to censuses taken in calendar year 1954, the need 
for certain annual surveys did not exist this year. This is reflected 
in the reduction of appropriation for the salaries and expenses of the 
Census Bureau from $6,824,824 for comparable purposes in 1954 to 
$6,200,000 in fiscal vear 1955. With resumption of these activities re- 
quired in fiscal vear 1956, the committee feels that within a total of 
$7,100,000 the Bureau should continue to improve statistics on em- 
ployment, and should go forward in development of electronic ma- 
chines adapted to its work which should speed results and reduce 
costs of the next decennial census. 

The increases are distributed by project as follows: 

Annual retail trade report 

ПОЛИТИ E савана а an ааа ава 150, 000 
Expanded population survey 500, 000 
Electronic equipment development__.................-..--.-.----.- 200, 000 


Census of agriculture.—The committee recommends no amendment. 
The House allowance of $5,500,000, $10,500,000 less than the appro- 
priation for fiscal year 1955, and $500,000 less than the estimate, 
will complete this census. 

Censuses of business, manufactures, and mineral industries —The 
committee recommends no amendment. The House allowance of 
$4,000,000 is $655,000 less than the budget estimate, and $4,430,000 
less than the appropriation for fiscal year 1955. 
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4 COMMERCE AND RELATED AGENCIES APPROPRIATION BILL, 1956 


It is not intended by the committee that this reduction should 
delay or curtail the planned work on the censuses, but that, if it is 
demonstrated that additional funds are required in fiscal year 1956 
to complete it, a supplemental estimate will be submitted. 

Intercensal housing survey.—The committee recommends the аррго- 
priation of the amount of the estimate for this purpose, $500,000. 
The item was omitted in the House bill. 

The obvious great changes which have occurred in the housing sup- 
ply and pattern of occupancy since 1950 have not been reduced to 
any form of comprehensive national statistical coverage. Considering 
the importance of the subject, to one of the Nation’s principal indus- 
tries and to the whole body of the population—and especially, con- 
sidering the billions in credit for housing construction and ownership 
for which the United States Treasury stands as guarantor—it is the 
belief of the committee that the survey at this time is required for the 
information of the public, the Congress, and the housing industry, 
and that it should cover all housing in its sample, including Wherry 
housing for military personnel. 


CIVIL AERONAUTICS ADMINISTRATION 


Operation and requlation.—The committee recommends $107 ,125,000 
for “Operation and regulation” for fiscal year 1956. This amount is 
$4.125.000 above the House allowance and $975,000 over the budget 
estimate. This recommendation is a result of careful consideration 
of the adverse effect on our growing civil and military aviation that 
would result from plans to discontinue certain aids to air navigation. 
Extensive evidence is available that we should operate the available 
air navigation and traffic control facilities and the new facilities that 
will be ready during 1956. Our recommendation will permit facilities 
constructed at Federal expense and needed for the air-ground services 
that assure safety in aviation to be operated. A lesser amount will 
result in closing facilities which are important to segments of aviation 
and this committee has always stressed that safety in aviation should 
not be jeopardized. 

The committee therefore directs that no stations or facilities 
now operating be discontinued by the Civil Aeronautics Adminis- 
tration, and that there be reported to the appropriate committees 
of the Senate and the House of Re a ntatives a comprehensive plan 
for future air traffic control routes, facilities, and stations, which shall 
in any event be made available to this committee and to the Appro- 
priations Committee of the House of Representatives prior to the 
submission of the budget for fiscal vear 1957. 

Establishment of air пар igation facilities —The committee recom- 
mends $16 million, which is $2,500,000 less than the House allowance 
and $7 million less than the budget estimate. It is the view of the 
committee that the Administration should proceed slowly with installa- 
tion of new equipment while the question of the type permanently to 
be used is being determined. The committee feels that this amount 
is adequate to meet the needs for other new facilities in the Federal 
airways system during the coming year. 

For liquidation of contract authorization previously granted under 
this head, the committee recommends $7 million, the amount of the 
House allowance and the budget estimate. 

Grants-in-aid for airports —The committee recommends $20,000,000, 
the amount allowed for this purpose by the House; it is $9, 000, 000 












more than the budget estimate, and $150,000 less than the comparable 
amount made available for fiscal year 1955. 

Many communications and statements have been presented to the 
committee by distinguished citizens, Members of the Senate and of the 
House of Representatives, urging an increase in this fund up to the 
maximum authorized to be appropriated in 1 year, which is $100,000,- 
000. Testimony was presented to the committee as to the criteria 
employed by the Administration in choosing airports for Federal aid 
under this authority. 

In view of the fact that decision is pending on legislation which 
would substantially change the pattern of selection and extend eligi- 
bility for aid to more of the communities throughout the Nation which 
have sold or authorized bonds, or by other means built up funds to 
match Federal grants aggregating more than $161 million, it is believed 
a larger appropriation would be of doubtful value to communities 
see sking the increased grants. 

The committee recommends $7,500,000, the amount in the House 
bill and in the budget, for liquidation of contract authorization previ- 
ously granted for the Federal-aid airport program. 

Maintenance and operation, Washington National Airport.—The 
amount recommended by the committee, $1,415,000, is $65,000 more 
than the House allowance and the appropriation for the current fiscal 
year. The increase will provide $45,000 for the increased pay at 
wage-board rates of custodial employees so reclassified in accordance 
with Public Law 763, 83d Congress (68 Stat. 1105). It will also provide 
for an increase of $20,000 for the increased cost of utilities. 

The committee asks that a complete investigation and report to the 
Congress be made by the administration of the monopoly on taxicab 
transportation from the airport to points in Washington, which 
appears to be operated to the detriment of public convenience at 
exorbitant costs to passengers. 

Construction, Washington National Airport.—The committee sup- 
ports the action of the House in recommending the bud; cet estimate, 
$525,000. This amount will provide for additional aircraft fuel 
storage and distribution facilities and for other critically needed 
improvements, including the addition of a second baggage room at 
the south end of the terminal. 

Maintenance and operation, public airports, Territory of Alaska.— 
The committee recommends $750,000, the amount of the budget 
estimate, and $150,000 more than the Роп se bill. The recommended 
amount will provide an increase of $150,000 above the 1955 ap] propri: d- 
tion to pay $15,000 for the added costs for employee fringe benefits 
enacted by the 83d Congress, and $135,000 for bulk utilities purchase 
by the airport for sale to occupants of its facilities from which the 
net proceeds depos ited in the Trea sury, will exceed the cost. 

Air navigation development.—The committee recommends 
$1,600,000 an increase of $550,000 over the 1955 appropriation 
and the House bill. Regardless of the outcome of the controversy 
as to the type of air-navigation aids to be installed on the airways in 
the near future, the committee believes it important to the safety 
and the convenience of the public in these days of growing air traffic 
and air speed that there be increased and active attention to the 

development of instruments and guiding devices which will provide 
correspondingly increased speed in air traffic direction and control. 
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CIVIL AERONAUTICS BOARD 


Salaries and expenses.—The committee recommends the amount of 
the budget estimate, $4,125,000. This is $225,000 more than the 
House bill would provide, and $348,000 more than the fiscal year 
1955 appropriation. The work of the Board in auditing the air 
carriers—an essential prerequisite to establishment of final rates, 
which determine the amount of subsidy to be paid—and in settling 
applications for certification of air routes, has been inexcusably slow. 

Undoubtedly there are complex issues which come before the Board 
for solution in applications for adjustment of rates and for the certi- 
fication of new routes or improvements to existing routes for the 
convenience of the public. In granting this full budget request, it 
is the understanding of the committee that such proceedings will be 
expedited, and that there will be an increase in frequency and scope of 
audits of the air carriers. 

Payments to air carriers—The committee recommends $55 million 
for the subsidy payments to scheduled United States flag domestic 
and international airlines. The amount allowed by the House, $40 
million, would not, according to testimony given to this committee, 
pay the amounts earned and due under the law given the most favor- 
able circumstances. The recommended increase of $15 million is $8 
million less than the budget estimate; limiting the appropriation to 
that amount may very well require provision of a supplemental appro- 
priation in the next session. 

Testimony before this committee on this appropriation request 
brought out the fact that the payments due are earned by a formula 
which is set up under law, whenever the airline provides service on a 
certificated route; once a rate is set, no recapture is provided, unless 
the rate is temporary. The only thing other than flight service per- 
formance which thereafter affects the amount due from this appropria- 
tion is that there is a deduction of the amount which is paid to the 
carriers by the Post Office Department computed on the volume of 
mail actually carried. Any recoveries made are based upon the action 
of the Board in setting final rates below the temporary rates, which 
action is subject to court review. 

The Board chairman advised the committee that recommendations 
for a recapture provision, as an amendment to basic law, were under 
active study and might be provided to this Congress. Such an action 
appears to this committee to be worthy of encouragement. 

The Board’s estimates for subsidy payments to air carriers have 
been in a form which lists amounts to be paid to each air carrier grouped 
in broad geographical classifications. In evaluating subsidy require- 
ments for the future, particularly for international operations, it 

would be helpful to the committee if the Board were to segregate and 
identify with greater particularity the routes and services for which 
subsidy is required, and those which do not receive subsidy support. 


SURVEY 





COAST AND GEODETIC 


Salaries and expenses—The committee recommends $10,225,000, 
which is $25,000 more than the House allowance and the 1955 appro- 
priation. The increase is provided to cover retirement pay of five 
officers who are being added to the retired list. The committee does 
not recommend the initiation of a proposed survey of the gulf coast 


tidelands area. 
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BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Salaries and expenses.—The recommendation of the committee, 
$6,900,000, is $702,000 more than the House allowance and would 
provide an increase of $652,000 over the amount available for com- 
parable activities for the fiscal year 1955. The agency requested 
$250,000 to increase the Area Development Division and $800,000 to 
provide for construction statistics projects. The committee recom- 
mends that there be less than maximum action in these two areas. 


BUREAU OF FOREIGN COMMERCE 


Salaries and expenses.—The committee recommendation, $2,200,000, 
is $400,000 more than the provision in the House bill and restores the 
full budget estimate. The Senate last year acted to increase the 
staff of this Bureau in order to improve its service to American 
businessmen engaged in foreign trade. The increase provided will 
simply continue throughout fiscal year 1956 the added staff which was 
recruited during fiscal year 1955. 

Erport лым committee recommends $2,800,000, an increase 
of $300,000 over the House allowance. Despite the reduction in the 
controlled list, there are still requirements for enforcement at nearly 
as Many points as in the past. Since much of this enforcement work 
is done by the Bureau of Customs, Treasury Department, the com- 
mittee recommends thai the full amount of $800,000 be provided to 
that agency by the Department of Commerce. The committee also 
recommends that the amount of $90,000 be available for transfer 
to the Office of the Secretary for his administrative expenses in con- 
nection with export control activities rather than $75,000 recom- 
mended by the House. 


OFFICE OF BUSINESS ECONOMICS 


Salaries and expenses.—The committee recommends $900,000, which 
is $75,000 less than the House figure and $100,000 less than the budget 
estimate. ‘The committee was told by the Secretary and the Assistant 
Secretary of Commerce that $75,000 earmarked by the House to 
finance a special study of unemployment throughout the country was 
for an activity which was not contained in the budget and was not 
recommended for this agency. Funds recommended for the Census 
Bureau would provide for the proposed purpose. 


MARITIME ACTIVITIES 


Ship construction.—The committee recommends $102,800,000, the 
amount of the estimate and $38,100,000 more than the House allow- 
ance. The restoration will provide for continuation of the program 
initiated last year to stimulate the American shipbuilding industry 
and to provide for replacement which will prevent block obsolescence 
of the American merchant marine. The amount recommended for 
restoration by this committee includes the building of 1 prototype 
tanker and 2 prototype cargo ships, planned for future requirements 
of national defense. On the basis of testimony that the last proviso, 
which was included by the House, is not consistent with normal 
practice in shipbuilding, the committee has recommended striking 
out language which would limit commencement of construction to 
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vessels for which the entire appropriation of Federal funds required to 
complete had been provided. 

Operating differential subsidies —The committee recommends 
$115,000,000, an increase of $25,000,000 over the House allowance 
and the same that has been provided for fiscal year 1955. The 
payment of subsidies which have been earned is an obligation of the 
Government to contractors who operate shipping under terms pro- 
vided by the Merchant Marine Act of 1936 as amended. Although 
certain sums are withheld from these earnings as a matter of policy— 
such as amounts in dispute and a proportion of earnings during most 
recent quarters pending audit which will determine possible recap- 
ture—it is the belief of the committee that such obligations after 
determination should be promptly paid. To fail to provide the funds 
at this time will simply require Congress to consider a supplemental 
appropriation later in the fiscal year. Language which has been in- 
cluded in the bill by the House would change a provision which has 
previously limited the number of voyages on which subsidies might be 
paid. The committee proposes to reinstate the limitation for con- 
tractors covered by these subsidies in the form and the full number 
recommended in the budget, 2,000 voyages. 

Salaries and erpenses.—The committee recommends $14,700,000, 
which is $700,000 more than the House allowance and $400,000 less 
than the budget estimate. The increase recommended by the com- 
mittee will provide additional funds, in the amount of $440,000 more 
than the allowance of the House, for reserve fleet expenses in order to 
insure that preservation work is expedited and will also provide for a 
corresponding increase in the provision for maintenance of shipyard 
facilities and operation of warehouses. 

Maritime training —The committee recommends $2,085,000, the 
amount of the budget estimate and of the House bill, which is princi- 
pally for the operation of the Merchant Marine Academy at Kings 
Point, N. Y. 

State marine schools.—The committee recommends $660,000 for 
this purpose, the amount included in the bill in the House and the 
amount appropriated for the fiscal year 1955. There was no budget 
estimate submitted for this activity for fiscal year 1956. It is believed 
by the committee that officials of the Administration have shown a 
disregard for the effect of the proposed abrupt discontinuance of this 
aid without advance notice upon the States, the schools, but particu- 
larly upon the students who have enrolled in these maritime academies 
in the expectation that they would be able to complete their course 
with Federal aid. Furthermore, the committee believes that these 
State schools are making a valued contribution to national security 
by providing trained personnel for our merchant fleet and for the 
Naval Reserve. 

Reserve fleet vessels (liquidation of contract authority). —The committee 
recommends $6,000,000 for this purpose, which is the amount of the 
House allowance and the budget estimate and $6,000,000 less than the 
fiscal year 1955 appropriation. 

War Shipping Administration liquidation.—The committee recom- 
mends no amendment. The House allowed the amount of the esti- 
mate, an authority to continue use in 1956 of $5,900,000 of unex- 
pended balances from 1948 appropriations for settlement of obliga- 

tions approved by the General Accounting Office. 
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Vessel operations revolving fund.—Language has been included in 
the bill as proposed in the budget estimate but which was not approved 
by the House, permitting the Maritime Administration to pay the 
cost of protection, preservation, maintenance, acquisition, or use of 
vessels returned to the ownership of the United States from other 
nations or by forfeiture or foreclosure. 

Inland Waterways Corporation.—The committee recommends au- 
thorization for the use of $14,000 from the funds of this Corporation 
to carry out the audit and physical inspection required in fiscal year 
1956 under the terms of the contract of sale of the assets of the Cor- 
poration. The amount recommended is the amount of the budget 
estimate and was disallowed entirely by the House. 


PATENT OFFICE 


Salaries and expenses.—The committee recommends $14 million for 
this purpose, the amount of the House allowance and $2 million more 
than the budget estimate. 

Testimony before the committee by the Secretary of Commerce, 
the Under Secretary, and the Deputy Commissioner of Patents was 
that this money could be used constructively. 


BUREAU OF PUBLIC ROADS 


Federal-aid highways.—The committee recommends $680,000,000, 
the full amount of the budget estimate, which is an increase of 
$80,000,000 over the House bill and $85,000,000 more than the 
appropriation for fiscal year 1955. This appropriation is a liquidation 


of an obligation of the Federal Government to the States. The obli- 
gation to the States is incurred pursuant to the contract authority 
contained in the Federal highway acts; not to provide the appropri- 
ation for payment would require a supplemental appropriation at a 
later date during the fiscal year. 

Forest highways——The committee recommends $25,000,000, the 
amount of the budget estimate, for the liquidation of contract author- 
ity granted in the Federal Aid Highway Act of 1954. This amount, 
$6,500,000 more than the House allowance, will be needed to meet 
these obligations. 

Inter-American Highway.—The committee recommends an appro- 
priation of $25,250,000 for the continuance of the construction of the 
Inter-American Highway which is the full amount of the authorized 
but unappropriated balance. 

It is the sense of the committee that the interests of this Nation, our 
friendship for the neighbor nations, the value of surface access to the 
Panama Canal, and many other mutual benefits dictate early com- 
pletion of this highway. Even if the cost of the road is increased by 
accelerating its construction to completion in 3 years, as requested by 
the President, it is deemed to be so very much in our interest for the 
early realization of our objectives, in Latin American peace and in 
mutual economic benefit so as to greatly outweigh the added cost. 

Publie lands highways.—The committee recommends $2 million, 
the full amount of the budget estimate and the same amount approved 
in the House. This appropriation is for the liquidation of obligations 


= construction of highways as they cross land owned by the United 
tates. 
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Reductions in contract authorizations.—The committee recommends 
the concurrence of the Senate in the provision included in the bill 
by the House on the recommendation of the Bureau of the Budget 
which will cancel the unused authorizations and contract authority 
for Federal-aid and forest highways under the acts cited in the bill. 


NATIONAL BUREAU OF STANDARDS 


Erpenses.—The committee recommends $7,450,000, which is 
$450,000 more than the amount in the House bill and $300,000 less 
than the budget estimate. The testimony disclosed that $550,000 of 
the increase of $1,450,000 recommended by the committee over the 
fiscal year 1955 appropriations for comparable activities will go for 
the elimination of overcharges to other agencies. This practice by 
the Bureau of Standards has been criticized by the Comptroller 
General. The $900,000 which is recommended for the increased pro- 
gram in standards, research and testing is needed as a minimum to 
support an increase in work for improved standards of measurement 
demanded by technical improvements in industry. 

Plant and equipment.—The committee recommends $995,000, the 
amount allowed by the House and $20,000 less than the budget esti- 
mate. The committee also recommends language submitted in the 
estimate which is required by law to be contained in appropriation 
acts for the construction of facilities. 


WEATHER BUREAU 


Salaries and erpenses.—The committee recommends $32,000,000, 
which is $2,100,000 more than the amount in the House bill and 
$4,250,000 more than the budget estimate. With these additional 
funds, the committee also recommends language which will limit the 
use of $4,250,000 to operation, improvement, facilities and research in 
hurricane, storm, and tornado warning services in the United States. 
Included in the amount which is provided for this purpose is $96,000 
for the operation of a ship in the gulf coast areas to give earlier and 
better warnings for these coastal waters which will be of particular 
benefit to the fishing industries and installations offshore oil drilling 
and production. 

It is the sense of the committee that the extension of agriculture 
frost-warning service is to be encouraged wherever communities or 
local associations of agricultural producers provide required supporting 
funds. In the case of Maricopa County, Ariz., $10,000 is provided 
within the amount allowed for the provision of such a service. 

Establishment of meteorological facilities—The committee recom- 
mends the amount allowed by the House, $5,000,000 which is the 
amount of the estimate. This amount will pay for the cost of modern- 
ization of obsolescent weather observation equipment, particularly in 
the field of storm detection and tracking. 


GENERAL PROVISIONS—— DEPARTMENT OF COMMERCE 


The following provisions have been included in the bill by the com- 
mittee: 


Sec. 104. Not to exceed 5 per centum of any appropriations of the Department 
of Commerce available for salaries and expenses may be transferred to any other 
such appropriation, but no such appropriation shall be thereby increased by more 
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than 5 per centum: Provided, That such transfers shall be in addition to any other 
transfers authorized by law, but no such transfer shall be used for the creation of new 


functions within the en: Provided further, That not to exceed $5,000 of such 
transfers shall be available for entertainment. 


Sec. 105. Hereafter the position of Budget Officer of the Department shall be in 
GS-17 of the General Schedule established by the Classification Act of 1949 so long 
as the position is held by the present incumbent. 


The language proposed in section 105 would place the present 
mecumbent of the position of budget officer of the Department in the 
grade established by law for the previous incumbent. 


THE PANAMA CANAL 


Canal Zone Government operating erpenses.—The committee recom- 
mends $14,800,000, an increase of $300,000 over the House bill and 
$217,000 under the budget estimate. The committee reaffirms its 
directive of last year that none of the funds available to the Canal 
Zone Government shall be used for the provision of free kindergartens. 

Capital outlay—The committee recommends $1,800,000, the House 
allowance, and a reduction of $81,000 under the estimate. However, 
the committee recommends inclusion in the language of provision for 
replacement of 8 passenger-carrying motor vehicles instead of 6 as 
recommended in the House bill. These two vebicles are to be used 
by the Police Department. 

Panama Canal Company.—The committee recommends $3,740,000, 
to be derived from revenues of the company, for administrative ex- 
penses. This amount is $151,000 more than the House allowance and 
$110,000 less than the budget estimate. The amount allowed does 
not provide for any increase in personnel but will cover the added cost 
of employee fringe benefits during the fiscal year 1956. The com- 
mittee directs that no action be taken to abandon the Panama Railroad 
until the appropriate committees of Congress have investigated the 
proposal and indicated their approval. 

The United States Government has a net unamortized current 
investment in the Panama Canal of $367,764,946, which is computed 
without allowance for the interest on the cost of the construction 
incurred from the initiation of the project to the opening of the 
canal to traffic. 

Of this total, nondepreciable items amount to $286 million; although 
interest is paid on this portion of our investment, there is no deprecia- 
tion or amortization paid to the Treasury on this nondepreciable 
cost—which is the value of the digging and the locks themselves, 
but not the cost of the lock machinery—and toll rates as now set 
would not produce the funds to make such a return. In short, 
depreciation is being taken only on an amount which is less than 
one-fourth of our investment, even after the discounting of interest 
during construction, which has, like certain other chargeoffs, been 
taken as its value for national defense. 

Sections 205 and 206 are proposed by the committee to be added 
for the Panama Canal which include provision for the promotion of 
the Governor, who is also President of the Panama Canal Company, 
and for regulation of the method of computing travel cost under 


home leave which requires the full cost to the Government to be 
taken into account. 
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ADVISORY COMMITTEE ON WEATHER CONTROL 


The committee recommends $295,000 which will enable this com- 
mittee to complete its work and report to Congress on the need for 
control of rainmaking and other related activities. The amount 
recommended is $120,000 more than the House allowance in the 
Mount Washington, New Hampshire, area, and is the full amount 
of the budget estimate. This amount will permit physical evaluation 
and test of rainmaking techniques and provide for the accumulation 
and evaluation of data at a more rapid rate. 


ST. LAWRENCE SEAWAY DEVELOPMENT CORPORATION 


The committee recommends the amount of the House allowance 
and the budget estimate, $280,000, for the administrative expenses 
of this Corporation. The committee was advised that due to reloca- 
tion of some of the links in the seaway, the total amount of the United 
States commitment for the construction will be substantially reduced. 


TARIFF COMMISSION 


The committee concurs in the action of the House in providing the 
full amount of the budget estimate of $1,400,000 for this important 
Government Commission, 
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Сајепдаг Мо. 517 


84TH CONGRESS | БЕХАТЕ КЕРОЕТ 
Ist Session No. 513 


REMOVAL OF AN INEQUITY IN THE PAY OF CERTAIN 
POSTAL EMPLOYEES 


June 10 (legislative day, June 8), 1955.—Filed under authority of the order of 
the Senate of June 10 (legislative day, June 8), 1955, and ordered to be printed 


Mr. Jonnston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany H. Е. 4659] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 4659) to amend section 16 of the act entitled 
“An act to adjust the salaries of postmasters, supervisors, and em- 
ployees in the field service of the Post Office Department,” having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


STATEMENT 


This legislation was requested by the Postmaster General. Its 
purpose is to prevent an inequity that has developed in the carrying 
out of Public Гев 204, 82d Congress. 

Report No. 443 of the Post Office and Civil Service Committee 
of the House of Representatives is embodied as a part of this report. 


STATEMENT 


This legislation was requested by the Postmaster General. It is legislation to 
prevent an inequity that has developed in the carrying out of Public Law 204, 
824 Congress, which is the last salary increase given postal employees. 

The enactment of this bill will prevent an inequity whereby about 150 dis- 
patchers in the Motor Vehicle Service of the Post Office Department and a few 
other supervisors will receive a lower salary than dispatchers or supervisors on 
the same job although appointed at a later date. In addition, some of them may 
be required to pay back certain payments that have been questioned. 

In the case of the most numerous group, dispatchers in the Motor Vehicle 
Service, the situation arises from the provisions of Public Law 204, 82d Congress, 
which established the position of dispatcher in the Motor Vehicle Service at a 
salary of $4,470. This was the first time this position had been established in that 
level. Previously it had been in the automatic grade ranges from $2,970 to $3,670. 
Public Law 204, 82d Congress, contains a restriction which prohibited an employee 
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from receiving more than an $800 salary increase as a result of the passage of that 
law. Those who were in the top rate of their grade immediately went to the 
$4,470 salary rate. Subsequently the Post Office Department placed all motor- 
vehicle dispatchers in that rate. 

A recent Comptroller General’s decision held that any employee who was on the 
rolls as a dispatcher at the time of the passage of Public Law 204, 82d Congress, 
had been overpaid at the $4,470 rate if, at the time of the passage of Public Law 
204, he was receiving less than $3,670. On the other hand, new employees can 
be promoted to the position of dispatcher at the $4,470 salary and thus receive a 
higher pay rate than the older and more experienced employees. The same 
situation also exists in some few supervisory positions other than dispatchers. 

There are not more than 150 positions in the postal service where senior em- 
ployees are being paid less than junior employees in the same position as a result 
of the peculiar application of Public Law 204, 82d Congress, to their situation. 

Hearings were held by the subcommittee and there was general agreement that 
the inequity should be corrected and that it should be corrected retroactively at 
the beginning of the fiscal year commencing July 1, 1952. This is to protect 
employees who have received money, which will be returned, according to the 
Comptroller General’s decision. 

A representative of the Comptroller General’s Office testified as follows: 

“We believe that this is an unfortunate situation, and we endorse this legislation 
and hope that it does pass so that this inequity can be corrected.” 

The inequity described in the preceding paragraphs is corrected by the reported 
bill by providing that on and after July 1, 1952, the postmasters, officers, and 
employees may be paid the compensation provided for their grade and position. 

The letter from the Postmaster General to the Speaker of the House, requesting 
this legislation, follows: 


OFFICE OF THE POSTMASTER GENERAL, 
Washington, D. C., February 28, 1955. 
Hon. Sam RAYBURN, 
Speaker of the House of Representatives. 

Dear MR. SPEAKER: Transmitted herewith, for consideration by the Congress, 
is a legislative proposal to amend section 16 of the act entitled ‘‘An act to adjust 
the salaries of postmasters, supervisors, and employees in the field service of the 
Post Office Department,” approved October 24, 1951 (65 Stat. 632; 39 U.S. C. 
876c). 

This measure is necessary to correct inequities arising as a result of the appli- 
cation of the limitations imposed by section 16 of Public Law 204, approved 
October 24, 1951 (39 U.S. C. 876c). Section 16 of Public Law 204 reads as follows: 

“Src. 16. In the readjustment of salaries to conform with the provisions of this 
Act, (1) no postmaster (except postmasters in offices of the fourth class), assistant 
postmaster, supervisor, or employee shall, by reason of the enactment of this Act, 
receive an increase in basic annual salary of less than $400 per annum or in excess 
of $800, (2) no postmaster in an office of the fourth class shall receive an increase 
of more than 20 per centum of his present salary, except as otherwise provided in 
this Act, and (3) employees paid on an hourly basis shall receive an increase of 
20 cents per hour over their present compensation,” 

Other provisions of Public Law 204 establish position and salary grades for 
postmasters, officers, and employees. In some instances the compensation pro- 
vided is more than $800 in excess of the amount which the officer or employee 
received prior to the enactment of Public Law 204. For example, prior to the 
enactment of Public Law 204 the compensation of dispatchers in the Motor 
Vehicle Service ranged from $2,670. Pursuant to section 8 of Publice Law 204 
the salary of all dispatchers in the Motor Vehicle Service is fixed at $4,470. 

Under a recent decision by the Comptroller General (Decision B-119459, dated 
July 1, 1954), many dispatchers who were in such position prior to the enact- 
ment of Public Law 204 will be deprived of the compensation $4,470 fixed by 
law for their position, and in some cases dispatchers who were administratively 
granted the compensation of $4,470 may be required to reimburse the Govern- 
ment for overpayments since the date they were granted such compensation. 

A case in point is a dispatcher who, under Public Law 204, was converted from 
the salary $2,970 to $3,770 (an $800 increase) on July 1, 1951. Effective Sep- 
tember 16, 1953, this dispatcher was administratively granted payment of com- 
pensation at the rate of $4,470 as prescribed by section 8 of Public Law 204 for 
his position. 

In the decision of July 1, 1954, cited above, the Comptroller General held as 
follows with respect to this case: 
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“With respect to dispatchers it will be noted that section 8 of the 1951 statute 
prescribed one salary rate ($4,470) for such employees irrespective of the number 
of employees supervised. Accordingly, a change in the number of employees 
supervised does not affect the dispatcher’s rate of compensation. As section 16 
limits the salary to be paid initially under the act of October 24, 1951, to not more 
than $800 above the previous salary, that limitavion would be avoided if the 
salary of the dispatcher in the illustration given should be increased over the $800 
limitation, whether such action is made effective 1 day or 1 year after the passage 
of the act or at any subsequent date. Accordingly, your question with respect 
to the dispatcher must be answered in the negative. The increase given him 
September 16, 1953, should be rescinded, and proper administrative action taken 
to secure refund of the overpayment.” 

Thus, under this decision, the dispatcher referred to in the above illustration 
not only would be required to refund the overpayments of compensation received 
since September 16, 1953, but he also would be required to perform the same duties, 
at an annual compensation of $3,770, as a dispatcher appointed to such position 
after October 24, 1951, who would be paid at the rate of $4,470 per annum. It 
is not believed that such results were intended by Congress. 

The legislation submitted herewith will correct this inequity in Public Law 204, 
approved October 24, 1951. This Department urges early enactment of this 
legislation. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this legislative proposal to Congress. 

Sincerely yours, 
ARTHUR E. SUMMERFIELD, 
Postmaste r Ge пета, 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (new matter is printed in italics, existing law in 
which no change is proposed is shown in roman): 


SECTION 16 OF THE ACT OF OCTOBER 24, 1951 


Sec. 16. In the readjustment of salaries to conform with the provisions of this 
Act, (1) no postmaster (except postmasters in offices of the fourth class), assistant 
postmaster, supervisor, or employee shall, by reason of the enactment of this 
Act, receive an increase in basic annual salary of less than $400 per annum or in 
excess of $800, (2) no postmaster in an office of the fourth class shall receive an 
increase of more than 20 per centum of his present salary, except as otherwise 
provided in this Act, and (3) employees paid on an hourly basis shall receive an 
increase of 20 cents per hour over their present compensation. On and after 
June 30, 1952, postmasters, officers, and employees covered by this Act may be paid 
the compensation prescribed for their grade and position, 
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